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ABSTRACT 
The present study on the Economics of Higher Education in the State of 
Uttar Pradesh is analyses of costs and financing of higher education in Uttar 
Pradesh, which is the most populous state in India, No comprehensive study on 
this theme has been done for Uttar Pradesh though there are other aspects of 
education on which a few citations are available.'• ^  
Economics of higher education has emerged as an important discipline 
over the last few decades and the subject matter of the economics of education 
falls into two broad categories. The first evaluates the contribution of education to 
economic growth, examines and analyses the impact of education on labour 
productivity, occupational mobility, income distribution, etc. The second deals 
with the financial aspects of educational systems and analyses the costs of 
education and the methods of financing these costs. The present study pertains to 
the latter category though it also touches upon some issues of the former. 
The recognition of education as investment has led governments all over 
the world to spend liberally on education at all levels. In India, too, after 
Independence the government has assumed the major responsibility of financing 
education. This is true of Uttar Pradesh as also of other states in India. Although 
the head of education belongs to the Concurrent List of the Constitution of India, 
State governments have come to shoulder the greater part of the burdoi of 
* Agarwal RB: Financing of Higher Education in India. Ganga Kavoi Publishing House, 
Varanasi, 1993 (which is primarily a comparative study of financing of Aligaih Muslim 
University and Banaras Hindu University). 
^ Mohammad Muzammil: Financing of Education, Ashish Publishing House, New Delhi, 1989 
(which is an analysis of financing different levels of education, but concentrates on |ximary and 
secondary levels of education in Uttar Pradesh). 
financing education. Realizing the importance of higher education liberal grants-
in-aid were provided by the government. A phenomenal growth has taken place in 
the higher education sector in Uttar Pradesh vdth expansion in the number of 
colleges and universities. Uttar Pradesh incidentally has the largest number of 
universities (27) than any other state in India. 
Increasing population has led to greater entry of students at the tertiary 
level, more so because higher education is viewed as an important means to effect 
vertical social mobility. The resultant additional demand for resources fiom the 
government has put a heavy strain on the government budget. The question is how 
long can the govenmient extend increasing support to higher education and 
subsidize its services, especially in view of competing demands from other sectors 
of the State economy. 
During the last decade the system of state financing of higher education 
has come under severe strains. With the wave of liberalization sweeping the 
country since 1991, privatization of higher education is being advocated 
generally. In all likelihood public expenditure on higher education is to be 
reduced, at least in relative terms, N\ith greater reliance of its financing on private 
shoulders. The predicament of such a situation may be much more for the most 
populous and relatively backward State of U.P., y/hsrt higher education age 
specific population is increasing fast and public support is relatively on a decline. 
Uttar Pradesh therefore appears to be an appropriate State for the study of 
economics of higher education under the present setting. 
This investigation aims at analyzing: (i) the placement of higher education 
in the scheme of plan priorities in Uttar Pradesh, (ii) costs of higher education, 
sources of finance and their relative significance in higher education in Uttar 
Pradesh, (iii) public expenditure on higher education in aggregated and dis-
aggregated form, (iv) the process of budgetary allotment of funds and the 
procedure of grants-in-aid, (v) projection of financial requirements for higher 
education in Uttar Pradesh for the next 10 years and a blue print of alternative 
schemes of resource mobilization. The study pertains to general higher education. 
Technical education is outside the purview of this study. 
Data Base: 
The database of this study is what is generally called secondary or 
documentary database. The annual budgets of the Government of Uttar Pradesh 
constituted the main source of information. The Annual Reports of the UGC and 
the Annual budgets of the educational institutions as submitted to the Directorate 
of Higher Education provided the second layer of information. The Aimual or 
other publications of the Department of Education and the Directorate of Higher 
Education in U.P. have also been freely drawn upon. For inter-state comparisons, 
the publications of the Ministry of Human Resource Development, Government 
of India, have been used. Plan documents, including Five Year Plans, Annual 
Plans, Plan Reviews and Evaluation Reports of the Central and particularly State 
government embodying policy pronouncements and action progranmies 
constituted yet another source of material. Further, impublished records to which 
access was obtained informally were also consulted extensively to fill in the gaps 
in knowledge based on published information alone. 
Data regarding age-specific population, literacy and allied matters were 
obtained directly fix)m the Census and Survey Reports. Materials for international 
comparisons have been drawn fix)m World Development Reports and other 
publications of the World Bank, Human Development Reports and other reports 
offbs United Nations Development Prognunme and its Regional offices in South 
Asia and the UNESCO. 
When secondary data forms the basis of the study, the first problem that is 
encountered is that data is gathered from a plethora of agencies associated with a 
certain purpose. The problem of reconciling conflicting data poses a hindrance. 
For instance, enrolment figures in higher education differ widely in plan 
documents and the records of the Education Directorate. Plan expenditure figures 
for a cert£un period differ widely from one document to another. For narrowing 
down discrepancies officials of the concerned Departments were contacted. 
However, in most of the cases variations could not be satisfactorily explained and 
we had to proceed on our own judgement. 
Period: 
The study broadly covers the plan period in U.P. beginning with 1950-51 
until date (for which latest data are available). Plan period is the base in Chapters 
III, rV, VI, VII and IX. However, in Chapters VI and VII due to non-availability 
of the required data full plan period is not covered. Results have been obtained 
from data analysis for a shorter period. There cannot be any firm terminal for this 
type of study; therefore the analysis extends until latest data are available. 
Chapters 
The thesis begins with the chapter on higher education and economic 
development (Chapter II), which seeks to demonstrate that investment aspect of 
higher education is more important and thereby helps in economic development 
In this chapter a brief survey of the existing literature on economics of higher 
education is also attempted with a view to ascertaining the place of higher 
education, its costs and returns in the growth process of a developing economy. 
Chapter III presents the system of higher education in Uttar Pradesh and 
analyzes the physical indicators in the growth of higher education in the State. It 
disaggregates higher education into imiversity education and degree collegiate 
education for purposes of analysis. Quantitative growth rates have been computed 
with regard to several types of numerical data - student enrolment, institutions, 
teachers, teacher-pupil ratio, etc. 
Chapter FV attempts to analyze the placement of higher education in the 
scheme of Plan priorities in Uttar Pradesh (as also in India to have a national 
perspective). Plan-wise discussion in this Chapter brings out the plan poUcy 
parameters with regard to development of higher education in the State. The task 
in this chapter is mainly to see what State Plan documents have to say on social 
services and education in general and higher education in particular as the end 
product of a long process of formulations, revisions, and finalization of Five Year 
Plans. 
Certain inter-State and international comparisons of the economic aspects 
of higher education are given in Chapter V. Comparison is attempted of the 
position of economics of higher education in Uttar Pradesh with what is obtained 
in other (less developed and more developed) states of India. Such comparisons 
are also extended to certain developed and developing coimtries particularly the 
neighbouring Asian nations. This has helped in reaching certain important 
conclusions, which proved to be very useful in policy recommendations. 
Various types of costs of higher education and their nature in the context 
of financing are analyzed in Chapter VI. Detailed discussion is attempted on 
teaching and non-teaching costs and the components thereof Total costs have also 
been disaggregated into public and private, including their constituents in turn. 
Chapter VII examines the relative roles of various sources of finances for 
higher education in Uttar Pradesh particularly public and private sources taken as 
two aggregates. It analyzes the data relating to financial support fix)m different 
public and private sources to imiversity and collegiate higher education in Uttar 
Pradesh. It also evaluates the role of fees and other related charges in higher 
education. In particular answers to the following questions are attempted in this 
chapter: (a) what is the amount and growth rate of fee per pupil in higher 
education, (b) is per pupil fee increasing or decreasing in money / real terms, (c) 
at which period of time in higher education the contribution of fee has been the 
largest, (d) whether per pupil fee has gone up in the same proportion as per capita 
State income, (e) what is the amount and growth rate of per pupil voluntary 
contribution to higher education from private sources, (f) what is the relative trend 
in private voluntary contribution to higher education, and (g) whether, keeping in 
view the private returns to higher education, private contribution (both fees and 
donor support) is inadequate? 
From the view point of public expenditure on higher education, this sector 
competes with other levels of education, and education as such with other social 
services. Expenditure is no longer regarded as a routine budgetary problem of 
allocating public expenditure between one item of public consumption and 
another, but vAien it is to partake the character of investment clearly requires 
application of higher and precise criteria. Chapter VIII analyzes the present 
system of budgetary allotment of funds for higher education in the State and also 
examines the scope for switching over to better methods of budget preparation for 
higher education. 
Though by the 42"** Amendment to the Constitution of India, education has 
been brought on the Concurrent List, the larger responsibility (as per tradition) 
lies on the shoulders of the State government. Higher education in U.P. is 
financed by State government virtually to the extent of totality. Higher education 
expenditure of the U.P. government has registered phenomenal increase. It has 
increased faster than total State income or total budgetary expenditure. 
Chapter IX examines at length the 'capacity' and 'effort' of the State 
government to spend on higher education. The aggregative analysis aims at 
finding out the State's ability and endeavour to invest in higher (university and 
collegiate) education. Itemization of higher educational expenditure into major 
economic and accounting heads and the analysis of the components of higher 
education expenditure have also been taken up in this chapter. Patterns and 
emerging trends in public expenditure on higher education in U.P. have also been 
enquired into in detail. 
Alternative schemes of additional resource mobilization are laid down in 
Chapter X. In view of the severe resource crunch before higher education, these 
schemes for additional resources may be found helpful by the government for 
policy formulation in the days to come. 
Conclusions: 
The role of higher education is instrumental in economic development. A 
significant part of growth in National Income is explained by investment in 
education (human capital). Compared to physical capital spillover benefits of 
higher education to the economy are far varied, far-reaching and significant in 
many ways. Income differentials exist between earners with different levels of 
education. Contribution of higher education to economic development is foimd to 
vary firom coimtry to country. Incidentally it is one of the highest in India. Higher 
education and industry linkages are important to meet new challenges of 
development in future. Vast potential exists in India in this regard. 
The initiative for development of higher education was taken by the 
Government of India after Independence. A phenomenal growth has taken place 
since 1951, both at the national level and in Uttar Pradesh. At both the levels, 
enrolments in higher education have been faster than at any other level. In U.P. 
enrolments in higher education increased fipm just 50, 000 to 8.4 lakhs during the 
period 1951 to 1997. During the same period, number of degree colleges 
increased fix)m 40 to 486 and number of universities fi'om 6 to 26. 
On analyzing different growth parameters of higher education in U.P., we 
find that the growth with respect to girls' education has been higher both with 
respect to number of degree colleges as well as enrolments (in imiversities and 
colleges). In both xiniversities and degree colleges the ratios of women teachers 
have increased. This is very much in tune with government's emphasis on the 
education of girls. Growth in the number of teachers could not however keep pace 
with enrolments in higher education and over the years the teacher student ratio 
deteriorated, both in colleges and universities. 
To ensure balanced development of higher education and also to relieve 
burden of students on existing colleges, degree and post-graduate colleges have 
been established in hilly, backward and unserved areas. The growth of higher 
education in all its aspects has entailed greater financial responsibility on the 
government and at the same time has provided more facilities to larger number of 
students. 
The Five Year Plans in India ushered in an era of systematic development 
of higher education. An unprecedented expansion took place in this sector. While 
in earlier Plans emphasis was on expansion, firom Seventh Plan onwards emphasis 
shifted to consolidation and improvement in standards and reforms to make 
higher education more relevant to national needs and to form linkages with 
employment and economic development. Of late the government has emphasized 
on raising of own resources by universities and colleges. 
The examination of financial allocations reveals that both at the Centre as 
well as in Uttar Pradesh, firom the First to the Eighth Plan, percentage allocation 
to the social sector as well as to education (as its sub-sector) has reduced 
substantially. Further, during major part of the Plan period 10 percent or less of 
the total educational outlay has been devoted to higher education, elementary 
education being allocated SO percent or more of plan educational allocation. 
A comparative study of the economic aspects of higher education reveals 
that public expenditure on higher education is much higher in developed than in 
developing coimtries. Educational expenditure as a ratio of total government 
expenditure is also lower in developing coimtries. Expenditure on higher 
education as percentage expenditure on education is around 20 to 25 percent. 
Among developing countries, it is much lower in South Asian countries (e.g., 
India 13,7 percent and Sri Lanka 9.3 percent) than in others (e.g., Syria 25.9 
percent and Brazil 26.2 percent). As a percentage of GNP, educational 
expenditure over the last decade or so shows that for most developed and 
developing countries it has gone up while in India it has remained constant, 
though low, at 3.4 percent. The share of public financing of education for most 
countries, developed and developing, varies between 60 to 100 percent. In the 
sub-sector of higher education it is 75 percent and even more. 
Within the country, growth of students in higher education is highest in 
U.P. compared to other states and within the State, compared to other levels of 
education. Enrolment ratios in higher education in India is less than 7 percent 
compared to almost 90 to 100 percent in developed countries and 15 to 20 percent 
in developing countries. 
Per capita educational expenditure as well as expenditure on higher 
education as a ratio of educational expenditure is among the lowest in Uttar 
Pradesh. Bulk of educational expenditure in India is non-plan. Plan expenditure 
on education is not even 10 percent in most States vMle in U.P. it is around 5 
percent. These and other such parameters point to educational backwardness of 
Uttar Pradesh. 
Though substantial increase in per capita State income has taken place in 
Uttar Pradesh, per pupil fee has recorded a decline. As a proportion of per capita 
State income it fell from 0.57 percent to 0.03 percent only. Two important 
conclusions that can be drawn are that costs of higher education in U.P. could not 
be internalized and secondly that ample scope exists for tapping private voluntary 
as -well as compulsoTy sovvrces of fmance. Per vmit public cost of Vvigber educsktion 
has increased at an annual average compound growth rate of 8.11 percent at 
current prices and 1.7 percent at constant prices. 
A break-up of costs of institutions of higher education in U.P. (colleges 
and universities) shows that recurring costs vary between 92 to 98 percent while 
salary component of these costs accounts for 90 to 95 percent. 
Turning to sources of finance for higher education they may be External 
and Internal, the latter being the predominant source. Internal sources may be 
private in the form of endowments (voluntary) and fees (compulsory) or public 
from various levels of government and from government agencies. Over the 
planning period a remarkable change has taken place in their relative 
contributions, both at the level of total education as well as higher education, and 
both at the Centre and in Uttar Pradesh. We find government emerging as the 
most important source accoimting for 90 percent and above, contribution of 
private sources falling to less than 10 percent. Almost the entire amoimt comes 
from State governments. Central government grants being negligible. 
Grants may be deficit or block grants. While the former are based on 
estimated approved expenditure subject to adjustments, the latter are based on 
past expenditure, with or without allowance for normal increase. The government 
of Uttar Pradesh stipulates that grants be used only for the purpose for which they 
have been sanctioned. 
Central grants are routed through the UGC and are given for development 
purposes to colleges and imiversities. For additional staff and equipment grant is 
100 percent and 50 percent for other purposes. State grants to universities and 
colleges are in the form of maintenance grant (routine fimctioning), development 
grant (matching basis to UGC grant) and non-recurring grant (for building and 
equipment). Grant may be earmarked for specific purposes or may be block grant 
in ^ ^ch case actual use dq)ends on the priorities of the institution. 
A critical evaluation of grants as they are practiced shows that they are 
discriminatory, giving preference to universities and professional colleges against 
colleges of general education. Since no objective criteria for their determination 
exits, they are often determined on an ad hoc basis by bureaucracy. They are 
10 
inadequate and inelastic as well and have not played a promotional role. States 
often have difficulty in meeting the matching provisions of development grants 
given by the UGC. Delays in assessment, sanction and release of grants pose yet 
another problem, with the universities and government officers blaming each 
other for the same. Universities and colleges have to resort to overdrafts, heavy 
cuts in development expenditure, keeping posts vacant and in some cases even 
mortgage of university property has been resorted to. Thus the system of grants 
has rendered the financing of higher education in U.P. inefficient. 
Coming to growth and pattern of expenditure on higher education in U.P., 
we find that in terms of percentage of total educational expenditure of the State, it 
has remained constant at around 8 percent. In terms of total budgetary 
expenditure, higher education expenditure has been between 1.10 percent (1950-
51) and 2.00 percent (1980-81). As a ratio of Net State Domestic Product the ratio 
of higher education expenditure has been very low, varying between a minimum 
of 0.04 percent (1950-51) and a maximum of 0.34 percent (1989-90). Ratio of 
plan expenditure in U.P. has fallen firom 48 percent in 1965-66 to 5 percent in 
1997-98, and of non-plan has increased fi-om 52 to 95 percent. Per pupil 
expenditure on higher education in U.P. has increased firom Rs.l 13 to Rs.3303 at 
current prices during 1950-51 to 1996-97 and Rs.224 to Rs.383 at constant prices. 
This indicates that real expenditure on higher education has not kept pace with 
inflation and enrolments. 
Composition of higher education in U.P. shows that grants to non-
government colleges claim the largest share (62 percent in 1997-98), followed by 
grants to imiversities (26 percent) and govenmient degree colleges (11 percent). 
Total expenditure on higher education has increased enormously from less than 
Rs.l Crore to more than Rs.352 crores over the period mentioned above. 
An analysis of grants to 8 selected imiversities for 1989-90 to 1994-95 
shows that 75 to 90 percent of allocation is claimed by these eight alone, with 
universities of Lucknow and Allahabad accoimting for almost half of this 
11 
allocation. Regarding degree colleges, expenditure on non-government degree 
colleges accounts for 80 to 90 percent of the allocation. While expenditure on 
government degree colleges increased from Rs.4 lakhs in 1950-51 to Rs.38 crores 
in 1997-98, in the case of non-government colleges the respective figures were 
Rs.l6 lakhs and Rs.218 crores. In spite of this increase most of non-government 
colleges are running into great financial crisis like the State universities. 
With dwindling private resources, greater part of the burden has shifted to 
the government. The government is resorting to heavy cuts in expenditure. The 
resultant financial crisis has led to an urgent need for additional resource 
mobilization. Prestigious universities such as the Universities of Delhi, Calcutta, 
and in Uttar Pradesh the Allahabad and Lucknow are confronted with grave 
problems. Consequently, development is being adversely affected on the one 
hand, and on the other, the universities are indebted, and have to resort to 
overdraft. From the viewpoint of additional resource mobilization, the system 
based on market mechanism is gradually gaining groimd. 
An attempt has also been made in this thesis to project the financial 
requirements for higher education in U.P. over the next ten years. The projections 
are based on expected increase in enrolments and costs over the period. Two 
alternatives of expected enrolments have been considered. The first is based on 
trend rate of growth in eru-olments and the second is based on the assumption that 
over the period about 15 percent of the higher education age-cohort population 
will join higher education institutions. 
The first of the two projections of costs are based on trend rate of growth 
of costs during 1979-80 to 1993-94, the second on the assumption of 10 percent 
increase in prices per year. Projected costs divided by projected enrolments give 
us per pupil cost of higher education. Based on the above, we have four 
alternatives of per pupil cost projections. For each of the four projections, per 
pupil fee (cost borne by students) and public expenditure (cost borne by the 
government) have been worked out. In each case three alternatives of per pupil 
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fee have been calculated based on 35 percent, 50 percent and 60 percent of the 
burden being borne by students. Which of these alternatives will actually be 
adopted by the government will depend on how much burden of financing higher 
education the government is willing to bear itself 
Some alternatives of additional resource mobilization have also been 
suggested. First of all is the introduction of self-financed progranmies in 
universities and colleges. Resources so generated can be used for improving 
quality while at the same time dependence on the government for funds will be 
reduced. Funds can be generated by exporting education to other developing 
countries. Foreign students may be made to pay higher fee. This has been 
implemented by some universities. Industry can be urged to collaborate with 
research activities in universities. Alumni, industrialists and businessmen may be 
encouraged to contribute generously towards financing higher education. Some 
incentives in the form of their recommendation for the purpose of admission to 
higher education could be given by way of recognition for their contribution. 
Sponsored research and consultancy could be given encouragement. At the same 
time government cannot take its hands off from financing higher education, 
especially in view of its commitment towards achievement of social justice. But 
with increasing demand for public expenditure from all departments, govenmient 
is experiencing greater fiscal constraints. Therefore chances of substantial 
addition of resources from the government for higher education seem poor and 
bleak in future. 
Thus, the strategy for solving the financial crisis must aim at: 
I. A more rational government funding, and 
II. Innovative measures of raising resources. 
At the same time better utilization and honest management of resources 
may itself go a long way to maximize the output even with existing allocation. 
13 

ECONOMICS OF HIGHER EDUCATION 
IN 
THE STATE OF UTTAR PRADESH 
Si 
\ \ 
THESIS 
SUBMrTTED FOR THE DEGREE OF 
Doctor of Philosophy 
IN 
ECONOMICS 
BY 
NIGHAT AHMAD 
DEPARTMENT OF ECONOMICS 
ALIGARH MUSLIM UNIVERSITY 
ALIGARH (INDIA) 
1 9 9 9 
?: 
^ _ j ^ - - ^ 
T5515 
30 
JA 
% 0/ 
Uti^ ^a/venis/ 
CONTENTS 
S.No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
Contents 
Chapterisation 
List of Tables 
Acknowledgement 
Preface 
Chapter I: Introduction, Scope and Method 
Chapter II: Higher Education and Economic 
Development 
Chapter III: Growth of Higher Education in Uttar 
Pradesh 
Chapter IV : Higher Education in Plan Priorities 
Chapter V : Certain Inter-State Comparisons 
Chapter VI: Cost of Higher Education in Uttar Pradesh 
Chapter VII: Sources of Finance and their Relative 
Significance 
Chapter VIII: Budgetary Allotment and Grants-in-Aid 
Procedure 
Chapter IX : Trends in Growth and Panems of 
Expenditure in Higher Education 
Chapter X : Additional Resource Mobilization 
Summary and Conclusions 
Bibliography 
Page 
ii 
V 
X 
1 
4 
14 
37 
66 
104 
135 
160 
184 
218 
248 
291 
309 
CHAPTERISATION 
No. 
1.0 
1.1 
1.2 
1.3 
2.0 
2.1 
2.11 
2.12 
2.13 
2.2 
2.3 
2.4 
2.41 
2.42 
2.5 
3.0 
3.1 
3.2 
3.3 
3.4 
3.5 
3.51 
3.52 
3.53 
3.54 
3.6 
3.7 
4.0 
4.1 
4.11 
4.12 
4.13 
4.14 
4.15 
4.16 
4.17 
CHAPTER/SUBJECT 
CHAPTER I : INTRODUCTION 
Scope and objective 
The Data Base 
Period covered by the Study 
CHAPTER II: HIGHER EDUCATION AND ECONOMIC 
DEVELOPMENT 
Approaches to Education and Economic Development 
(i) Simple Correlation Approach 
(ii) Residual Approach 
(iii) Returns to Education or Investment in Human Capital Approach 
Higher Education and Economic Development 
Role ofEducation: Nature and Magnitude 
Costs and Benefits ofEducation 
Costs of Education 
Benefits ofEducation : Contribution to Economic Growth 
Summary and Conclusions 
CHAPTER III : GROWTH OF HIGHER EDUCATION IN UTTAR 
PRADESH 
Types of Institutions in Higher Education 
The System of Higher Education in India 
Growth of Higher Education in India 
Higher Education as Compared to Other Levels of Education in Uttar Pradesh 
Growth and Development of Higher Education in Uttar Pradesh 
Universities 
Degree Colleges 
Student Enrolment 
Growth in the Number of Teachers 
Higher Education and the Plans 
Summary and Conclusions 
CHAPTER IV : HIGHER EDUCATION IN PLAN PRIORITIES 
Plan Priorities 
First Five Year Plan (1951-56) 
Second Five Year Plan (1956-61) 
Third Five Year Plan (1961-66) 
Fourth Five Year Plan (1969-74) 
Fifth Five Year Plan (1974-79) 
Five Year Plan 1978-83 
Sixth Five Year Plan (1980-85) 
Page 
4 
8 
11 
13 
14 
14 
15 
18 
18 • 
19 
22 
24 
24 x 
25 
35 
37 
38 
38 
40 
42 
45 
47 
50 
51 
54 
57 
62 
66 
66 
67 
67 
68 
69 
69 
69 
70 
4.18 
4.19 
4.20 
4.21 
4.22 
4.23 
4.24 
4.25 
5.0 
5.1 
5.2 
5.3 
5.4 
5.5 
5.6 
5.7 
5.8 
5.9 
5.10 
5.11 
5.12 
5.13 
6.0 
6.1 
6.2 
6.3 
6.4 
7.0 
7.1 
7.2 
7.3 
7.4 
7.5 
7.6 
8.0 
8.1 
8.2 
8.3 
8.4 
8.5 
8.6 
8.61 
8.62 
8.63 
8.64 
8.7 
Seventh Five Year Plan (1985-90) 
Eighth Five Year Plan (1992-97) 
Ninth Five Year Plan (1997-2002) 
Plan Expenditure on Education in India 
Plan Expenditure on Higher Educatioirr in India 
Plan Expenditure on Education in Uttar Pradesh 
Plan Allocation to Higher Education in Uttar Pradesh 
Summary and Conclusions 
CHAPTER V : CERTAIN INTER-STATE COMPARISONS 
Public Expenditure on Higher Education as a Ratio of GNP 
Educational Expenditure as a Ratio of Total Budgetary Expenditure 
Higher Educational Expenditure as a Ratio of Total Educational Expenditure 
Trends in Educational Expenditure 
Public and Ftivate Financing 
Higher Education Enrolment Ratio 
Educational Expenditure as a Ratio of State Domestic Product (SDP) 
Educational Expenditure as Ratio of State Budget 
Per Ci^ ;)ita Educational Expenditure 
Higher Educational Expenditure as a Ratio of Total Educational Expenditure 
Plan and Non-plan Expenditure 
Institutions of Higher Education 
Summary and Conclusions 
CHAPTER VI: COSTS OF HIGHER EDUCATION IN UTTAR PRADESH 
Private Costs of Higher Education 
Public Costs of Higher Education 
Recurring and Non-recurring Costs 
Summary and Conclusions 
CHAPTER VII: SOURCES OF FINANCE 
Sources of Income of Higher Education 
Sources of Finance for Higher Education in Uttar Pradesh 
Governments Grants 
Internal Resources: Fee 
Endowments 
Summary and Conclusions 
CHAPTER VIII: BUDGETARY ALLOTMENT AND GRANTS-IN-AID 
PROCEDURE 
The Process of Budgetary Allotment of Funds 
Budgetary Allotment for Education 
Budget Preparation for Higher Education 
Deficit and Block Grants 
Emergence of Educational Grants-in-Aid 
A. Central Government Grants 
Patterns of Assistance 
Universities 
Colleges 
Matching Grants 
B. State Government Grants 
71 
76 
80 
83 
88 
92 
95 
101 
104 
106 
109 
109 
110 
113 
114 
116 
120 
123 
126 
128 
128 
130 
135 
138 
145 
149 
155 
160 
162 
170 
174 
176 
179 
181 
184 
184 
184 
185 
187 
189 
190 
192 
192 
192 
193 
195 
111 
8.71 
8.72 
8.73 
8.74 
8.75 
8.8 
8.9 
8.10 
8.11 
8.12 
9.0 
9.1 
9.2 
9.3 
9.4 
9.5 
9.6 
9.7 
9.8 
9.9 
9.10 
10.0 
10.1 
102 
10.3 
10.4 
10.5 
10.6 
10.7 
10.8 
10.9 
10.10 
10.11 
Patterns and Procedures 
Grants to Colleges of General Education 
Grants to Colleges of Technical Education 
Grants to Universities 
Block and Earmarked Grants 
C. Critical Review of Grants-In-Aid 
Formulae for Grants 
Procedure of Grants 
Programmes and Performance Budgeting System (PPBS) for Higher Education in 
U.P as an Alternative to Accounting Budgeting 
Summary and C<Miclusi<ms 
CHAPTER IX : TRENDS IN GROWTH AND PATTERNS OF 
EXPENDITURE ON HIGHER EDUCATION IN UTTAR PRADESH 
Composition of Educational Expenditure 
Growdi of Higher Education Expenditure 
Relevant Expenditure Ratios 
Plan and Non Plan Expenditure 
Per Pupil Expenditure 
Composition of Hi^er Educational Expenditure 
Grants to Universities 
Grants to Colleges -
Men's and Women's Colleges 
Summary and Conclusions 
CHAPTER X : ADDITIONAL RESOURCE MOBILISATION 
New Economic Policy 
Higher Education as a Non-Merit Good 
Quality Linked Financing 
Privatising the Financing of Higher Education 
Discriminatory Pricing of Higher Education 
Emergence of the Crisis 
Economic Theory Applied to Higher Education 
Subsidiary Markets in Higher Education 
Projected Requirements of Finance in Uttar Pradesh 
Alternatives of Additional Resource Mobilisation 
Summary and Conclusions 
196 
197 
198 
198 
199 
200 
207 
209 
211 
213 
218 
219 
222 
224 
227 
229 
231 
238 
240 
242 
244 
248 
248 
249 
251 
252 
253 
255 
259 
264 
266 
278 
285 
IV 
List of Tables 
No. 
2.1 
2.2 
2.3 
2.4 
3.1 
3.2 
3.3 
3.4 
3.5 
3.6 
3.7 
3.8 
3.9 
3.10 
3.11 
3.12 
3.13 
3.14 
3.15 
4.1 
4.2 
4.3 
Title 
Level of Literacy and Per Capita Income 
Level of Education and Annual Income 
Average and Differential Annual Earnings Per 
Worker on Maturity in 1960-61 
Contribution of Education to Economic Growth 
The System of Higher Education in India (1996-97) 
Growth of Higher Education in India Relative to 
Other Levels of Education (Institutions) 
Growth of Higher Education in India Relative to 
Other levels of Education (Students) 
Growth of Higher Education in Uttar Pradesh 
Relative to Other levels of Education (Institutions) 
Growth of Higher Education in Uttar Pradesh 
Relative to Other Levels of Education (Students) 
Growth in Higher Education in India vis-a-vis Uttar 
Pradesh 
Growth in Higher Education in Uttar Pradesh 
Universities and Degree Colleges 
Growth of Universities in Uttar Pradesh 
Growth of Degree Colleges in Uttar Pradesh 
Enrolment in Higher Education in Uttar Pradesh 
1945-46 to 1993-94 
Enrolment of Students in Universities in Uttar 
Pradesh 
Enrolment of Students in Degree Colleges in Uttar 
Pradesh 
Teacher Student Ratio in Uttar Pradesh 
Growth of Teachers in Universities in Uttar Pradesh 
Growth of Teachers in Degree Colleges in Uttar 
Pradesh 
Inter-Sectoral Plan Outlay in Public Sector in India 
(Actuals) (First to Fifth Plan) 
Inter-Sectoral Plan Outlay in Public Sector in India 
(Sixth and Seventh Plan) 
Inter Sectoral Plan Outlay in Public Sector in India 
(Eighth Plan 1992-97) 
Page 
No. 
15 
16 
17 
29 
39 
41 
42 
43 
44 
46 
48 
49 
50 
51 
52 
53 
55 
56 
57 
85 
86 
87 
4.4 
4.5 
4.6 
4.7 
4.8 
4.9 
4.10 
4.11 
4.12 
4.13 
4.14 
5.1 
5.2 
5.3 
5.4 
5.5 
5.6 
5.7 
5.8 
5.9 
5.10 
5.11 
Plan Expenditure on Sub-Sectors of Education in 
India 
Outlay and Expenditure on Education (Central Sector 
in India) 
Outlay and Expenditure on Education (Central and 
State Sector in India) 
Eighth Plan Outlay for Major Heads of Education in 
India 
Central Sector Plan Outlay on Education (1996-97) 
Inter-Sectoral Allocation of Plan Resources in Uttar 
Pradesh ( First to Fifth Plan) 
Inter-Sectoral Allocation of Plan Resources in Uttar 
Pradesh (Sixth to Eighth Plan) 
Expenditure on Sub-Sectors of Education in Uttar 
Pradesh (First to Fifth Plan) (Actuals) 
Plan Outlays and Expenditure at Different Levels of 
Education in Uttar Pradesh (Sixth to Eighth Plan) 
Expenditure on Higher Education in Uttar Pradesh as 
Percentage of Total Plan Expenditure 
Plan Expenditure on Higher Education in Uttar 
Pradesh During the Eighth Plan (1992-1997) 
Contribution of Human Capital to Economic Growth 
Public Expenditure on Higher Education (Developed 
coimtries vis-a-vis India) 1993-96 
Public Expenditure on Higher Education (Developing 
Countries) 1993-96 
Trends in Public Expenditure on Education as a Ratio 
of GNP (Developed Countries vis-a-vis India) 
Trends in Public Expenditure on Education as a Ratio 
of GNP (Developing Countries) 
Share of Public and Private Finances in Financing 
Education in Selected Developed and Developing 
Countries (1994) 
Gross Enrolment Ratio in Higher Education in 
Selected Developed and Developing Countries 
Budgetary Expenditure on Education by Education 
Department of States as Percentile of SDP 
Budgetary Expenditure on Education as Percent of 
SDP (Selected States) 
Public Expenditure on Education as a Ratio of GNP 
over the Years in South Asian Countries 
Budgetary Expenditure on Education as Percentage 
89 
90 
91 
91 
92 
93 
94 
96 
97 
98 
100 
105 
107 
108 
111 
112 
113 
115 
118 
119 
120 
122 
VI 
5.12 
5.13 
5.14 
5.15 
5.16 
6.1 
6.2 
6.3 
6.4 
6.5 
6.6 
6.7 
6.8 
6.9 
6.10 
6.11 
7.1 
7.2 
7.3 
7.4 
7.5 
of Total Budget in Different States 
Per Capita Budgetary Expenditure on Education in 
Major States 
Per Capita Educational Expenditure in Selected 
States (1962-63 to 1980-81) 
Higher Educational Expenditure as a Ratio of Total 
Educational Expenditure in States in India 
Number of Universities in Selected States in India 
Number of Degree Colleges in Selected States (Arts, 
Science and Commerce) 
Per Unit Volimtary Cost In Higher Education in Uttar 
Pradesh (Endowments and Other Private Sources) 
Per Unit Private Cost (Fee) in Higher Education in 
Uttar Pradesh 
Per Capita State Income and Per Pupil (Unit) Fee 
(Private Cost) in Higher Education in Uttar Pradesh. 
Per Unit Private Costs (Fee) of Higher Education in 
U.P. (Average Annual Compound Growth Rate). 
Per Capita Income and Per Unit (Pupil) Private Cost 
(Fee) of Higher Education in U.P. (Average Annual 
Compound Growth Rates) 
Per Unit Public Cost of Higher Education in Uttar 
Pradesh 
Per Unit Public Cost of Higher Education in U.P. 
(Average Annual Compound Growth Rates) 
Recurring and Non-recurring Costs in Selected 
Degree Colleges in Uttar Pradesh 
Composition of Recurring Costs in Selected Degree 
Colleges in Uttar Pradesh 
Composition of Non-recurring Costs in Selected 
Degree Colleges in Uttar Pradesh 
Cost Composition of Universities in Uttar Pradesh 
Sources of Income of All Educational Institutions in 
India 
Sources of Income of Higher Education in India 
Per Pupil Public Expenditure on Higher Education in 
Selected Countries 
Expenditure on Higher Education as Percentage of 
Total Expenditure on Education in Selected 
Countries 
Share of Education Sector and Higher Education as 
Percentage of GNP 
124 
125 
127 
129 
130 
139 
140 
141 
142 
144 
146 
147 
150 
152 
153 
154 
161 
164 
165 
166 
167 
Vll 
7.6 
7.7 
7.8 
7.9 
7.10 
7.11 
7.12 
9.1 
(A) 
9.1 
(B) 
9.2 
9.3 
9.4 
9.5 
9.6 
9.7 
(A) 
9.7 
(B) 
9.8 
9.9 
9.10 
10.1 
10.2 
Educational Expenditure as Percentage of Total 
Budgetary Expenditure and SDP 
Expenditure on Higher Education as Percentage of 
Total Expenditure on Education in Selected States in 
India 
Sources of Finance For Higher Education in Uttar 
Pradesh 
Public and Private Sources of Finance to Higher 
Education in U.P. 
Contribution of Fee to Higher Education in Uttar 
Pradesh 
Per Capita State Income and Per Pupil Fee in Higher 
Education in Uttar Pradesh 
Contribution of Endowments and Other Sources to 
Higher Education in Uttar Pradesh 
Composition of Educational Expenditure in Uttar 
Pradesh (1950-51 to 1980-81) 
Composition of Educational Expenditure in Uttar 
Pradesh (1985-86 to 1997-98) 
Growth of Expenditure on Higher Education in Uttar 
Pradesh 
Budgetary Expenditure, Total Educational 
Expenditure and Higher Educational Expenditure in 
Uttar Pradesh 
Ratio of Higher Educational Expenditure in Uttar 
Pradesh 
Plan and Non-Plan Expenditure on Higher Education 
in Uttar Pradesh 
Per Pupil Expenditure on Higher Education in Uttar 
Pradesh 
Composition of Expenditure on Higher Education in 
Uttar Pradesh (1950-51 to 1980-81) 
Composition of Expenditure on Higher Education in 
Uttar Pradesh (1989-90 to 1997-98) 
State Grants to (major) Universities in Uttar Pradesh 
Public Expenditure on Degree Colleges in Uttar 
Pradesh 
Public Expenditure on Women's and Men's Degree 
Colleges in Uttar Pradesh 
Projected Enrolment in Higher Education in U.P. 
(First Alternative) 
Projected Enrolment in Higher Education in U.P. 
169 
170 
171 
173 
176 
178 
180 
220 
221 
222 
224 
225 
228 
230 
234 
235 
239 
241 
243 
267 
268 
vin 
10.3 
10.4 
10.5 
10.6 
10.7 
10.8 
10.9 
10.10 
(Second Alternative) 
Projected Costs of Higher Education in U.P. 1999-
2000 to 2009-2010. 
Per Pupil Projected Costs in Higher Education in 
U.P. 
Projected Per Pupil Fee in Higher Education : Three 
Alternatives Based on Projected Costs PiC and 
Projected Enrolments PiE 
Projected Per Pupil Fee in Higher Education : Three 
Alternatives Based on Projected Costs PjC and 
Projected Enrolments P2E 
Projected Per Pupil Fee in Higher Education : Three 
Alternatives Based on Projected Costs P2C and 
Projected Enrolments PiE 
Projected Per Pupil Fee in Higher Education : Three 
Alternatives Based on Projected Costs P2C and 
Projected Enrolments P2E 
Projected Public Expenditure Required to Meet 
Projected Costs of Higher Education in U.P. First 
Alternative Based on Projected Costs P iC 
Projected Public Expenditure Required to Meet 
Projected Costs of Higher Education in U.P. Second 
Alternative Based on Projected Costs P 2C 
269 
270 
272 
273 
274 
275 
276 
277 
IX 
ACKNOWLEDGEMENT 
I thank Allah with Whose Mercy and Graciousness it was possible for me 
to carrycut this Study in the face of numerous handicaps and difficulties. 
As my work gets completed, I recall the assistance and encouragement 
provided to me by many people. I would like here to put on record, with humility 
and gratefulness, the contribution of those who have given me the necessary help 
and inspiration at different stages of my work. 
My colleagues in the Department of Economics have throughout been 
very helpful and cooperative and I am grateful to them for the same. I would 
especially like to put on record my thankfulness to Prof AZ Rizvi, Chairman, 
Department of Economics for his supportive attitude. His efforts at maintaining 
harmonious working conditions provided the right environment in which I could 
work. Prof. Ashok Mittal provided valuable advice and gave useful suggestions at 
various stages of my work. Mr. Mohammad Saeed Khan and Mr. Shahroz Rizvi 
and Mr. Abdul Mannan Siddiqui, a senior colleague of mine have all stood by me 
and given me necessary encouragement to face the numerous problems I came 
across in the pursuit of my research work. The office staff of the Department of 
Economics, though not directly involved, have always been supportive in the 
background. 
My study involved several visits to Delhi and Lucknow for collection of 
relevant literature and data. During the course of my work I met several people 
who gave me direction and necessary inspiration for my study. 
I am greatly obliged to two of my former teachers. Professor NN 
Srivastava, former Head of the Economics Department, University of Lucknow, 
and Professor AK Singh of the Giri Institute of Development Studies at Lucknow. 
My interaction with them proved to be very useful. 
I must also acknowledge the invaluable assistance I got from Dr. 
Mohammad Muzammil of the Department of Economics, University of Lucknow, 
who, apart from providing me with a huge amount of literature, also introduced 
me to a number of scholars who have been of great help. I had the opportunity to 
meet Professor JBG Tilak, and Dr. JL Azad, at the National Institute of 
Educational Planning and Administration, and receive guidance from them. I also 
had fruitful discussions with Professor GD Sharma, who was at that time incharge 
of the Educational Finance Unit at NIEPA. He gave useful suggestions, which 
helped me to formulate my plan of study. Dr. MM Ansari, formerly at the 
Association of Indian Universities, and presently Director, Society for Excellence 
in Education, New Delhi, provided me with a good amount of relevant literature 
and guidance from time to time. I am immensely grateful to all of them. 
I am greatly indebted to the libraries of NIEPA, ICSSR, Association of 
Indian Universities, all at Delhi. And at Lucknow, the Secretariat Library, 
Assembly Library, the Library of the State Planning Institute and the Giri Institute 
Library were the main centres wherefrom I collected data on my subject. I am 
especially grateful to Mr. Ravindra Pratap Singh, Research and Reference Officer 
at the Assembly Library at Lucknow, who provided me the necessary documents 
from the library. 
At Aligarh, the staff of the Maulana Azad Library was very courteous and 
helpful in providing me with necessary government docimients available here. 
For typing out the dissertation I am grateful to Mr. Aijaz Anwar and Miss 
Alima. They were available whenever I needed their services. 
My children, Ayesha, Rehana and Hasan, have patiently borne with a 
mother who was too busy during this work to give them enough attention and 
care. My husband. Professor Mohammad Ahmad, Cardiologist at JN Medical 
College, AMU, not only provided me moral support but often guided me to have 
intellectual insights into my own subject. I am indebted to him. 
*it,HL*1f*1f*t* 
XI 
PREFACE 
The subject of economics of education lies on the borderline of Economics 
and Education and is a field of study, which attracts the attention of scholars from 
both the disciplines. Its different aspects are often a matter of discussion at various 
levels and occasions among students, teachers and researchers. Yet many aieas of 
this discipline remained unresearched for long, and many are still lying unattended. 
Since this is a subject of day to day discussion in universities and colleges, attention 
is also drawn of those who are not particularly specialized in these areas. Students' 
fees, government educational grants, plan allocations and other educational support 
programmes with their cost considerations are often debated among the enlightened 
scholars. 
It was in 1990 when I was attending the Academic staff orientation 
programme at The Aligarh Muslim University, Aligarh, that I came across with 
subjects like financing of education, educational costs, quantity and quality 
dimensions and financial management of imiversities which were being debated in 
lectures and group discussions. Earlier I had occasions to read books related 
exclusively with financing of education. Thus the old ideas stored in the mind were 
renewed and I got particularly attracted to study this subject in greater detail. 
Increasing student enrolment year after year, deteriorating laboratory 
facilities, dwindling resources in the library and similar problems in other areas of 
higher education have been important concerns for the teaching community and 
policy makers alike. To meet these requirements government expenditure in this area 
has increased enormously over the years. The educational budget has been increasing 
consistently. With other sectors in the economy being equally needy and with 
expanding governmental fimctions, the question is how long can the government 
extend increasing support to the educational sector and subsidize its services, the 
beneficiaries being the rich as well as poor students. 
If all the three aspects of quantity, quality and equality in higher education 
have to be taken care of with increasing population, there is bound to be an increase 
in the demand for higher education and greater entry of students at the tertiary level, 
more so because higher education is viewed as the only means to effect vertical 
social mobility. The resultant additional demand for resources from the government 
thus becomes inevitable. With increase in enrolment unless more resources are 
obtained, quality is bovmd to deteriorate. Thus maintenance of the same standards of 
education will require greater flow of ftinds into this section. And if improvement in 
standards is desired, still larger resources will be necessitated. The question arises 
whether this would be possible for the government to manage all these along with its 
other regular and more important responsibilities as well. 
The question of maintaining equality in higher education is no less important. 
While economics of education demands that some resources should come from the 
beneficiaries of higher education themselves in the form of higher fees and related 
user charges, equality demands that fees should be kept reasonably low for the poor 
sections of the population. In the face of these conflicting issues, efforts need to be 
made to comprehend and analyze the entire fee structure, so that some pragmatic 
solution is arrived at as a compromise between the two. There would be no 
disagreement that the rich should not be allowed free access to higher education and 
at the same time for the needy and deserving students the fee should be subsidized by 
the govenunent. The implementation of this type of solution would require great care 
and precaution so as to obtain the desired result. The subject thus offers great scope 
and opens up for in-depth study and research in its various aspects. 
In order to meet these challenges, government expenditure on higher 
education has increased enormously and the size of educational budget (as percent of 
total state budget) has been increasing continuously. But the question arises how 
long this increasing trend will continue. There are pressing demands from other 
sectors of the economy for more funds from the government budget and within 
education, higher education has to compete with lower levels of education which 
have more legitimate sanction for relatively liberal government support. All these 
will necessarily put a brake on the increasing share and even absolute amount of 
public expenditure on higher education. 
This is the reason that, subsidy to higher education is likely to be reduced 
because it is argued as to why higher education should be subsidized for all students 
across the board. With the wave of liberalization sweeping the country since 1991 
social sectors are likely to be adversely affected with a possible reduction in public 
expenditure on these heads. Since 1991 in Central and State government publications 
relatively more emphasis seems to be given to lower levels of education. Moreover, 
no exclusive mention is made of higher education as an independent sub-category. 
Further, under the new policy it is argued that financing of higher education should 
be internalized and government should take care only of the elementary level, which 
in India is also a constitutional obligation. Thus in all likelihood public expenditure 
on higher education is to be reduced, at least in relative terms and the larger reliance 
of its financing is to be placed on private shoulders including the students. The 
predicament of such a situation may be much more serious for the most populous 
and relatively backward State of Uttar Pradesh where liigher education age-specific 
population is increasing fast and public support for maintaining and increasing the 
services of higher education is on a decline. Uttar Pradesh therefore appears to be an 
appropriate State for the study of economics of higher education under the present 
setting. With these ideas in mind the present modest academic exercise is 
undertaken. The present study pertains to general higher education. Technical 
education is outside the purview of this study. 
Needless to stress that the subject of economics of higher education is thus of 
great concern for the individuals, the society, policy makers as well as the 
government. Not only is the subject important, it is contemporary as well. The issues 
involved concern the whole society and have implications for the future generation 
too. As a subject of study and analysis I realized it would be of great interest and 
challenge and a worthwhile effort. 
Chapter I 
Introduction, 
Scope and Method 
INTRODUCTION, SCOPE AND METHOD 
Economics of education is a relatively new branch of study, which 
together with health economics forms the core of the economics of human 
resources. It is now generally recognized that improvements in the quality of 
labour (through education, training, etc.) can lead to high rates of economic 
growth. Thus the economics of education with its concept of human capital has 
revolutionized economic thinking and has emerged as an important discipline. 
The birth of the economics of education can be traced back to T.W Schultz 
who in his presidential address at the annual meeting of the American Economic 
Association in December 1960 brought into focus the concept of human capital 
formation. Subsequently there was an acceleration of research in this area as more 
and more economists came to realize its importance. 
The present study on the Economics of Higher Education in the State of 
Uttar Pradesh is analyses of costs and financing of higher education in Uttar 
Pradesh, which is the most populous state in India. No comprehensive study on 
this theme has been done for Uttar Pradesh though there are other aspects of 
education on which a few citations are available. The study pertains to general 
higher education. Technical education is outside the purview of this study. 
The subject matter of economics of education falls into two broad 
categories. The first evaluates the contribution of education to economic growth, 
examines and analyses the impact of education on labour productivity, 
occupational mobility, income distribution, etc. The second deals with the 
financial aspects of educational systems and analyses the costs of education and 
the methods of financing these costs.' The different aspects of education which 
require a detailed probe relate to how much a government needs to spend on 
' Blaug. M: Economics of Education, volume one, (ed) ELBS and Penguin Books, 1972. 
education and how this expenditure is to be financed; is education mainly 
'investment' or mainly 'consumption'; if investment, how much is the yield 
compared to other forms of investment; if consumption, what are the determinants 
of the demand for education. It is important to assess which form of education 
would serve the needs of the economy, specifically, how economic growth can be 
accelerated through the expansion of educational systems. 
A positive correlation has been found to exist between education and level 
of development in different coimtries during different periods. These calculations 
confirmed, though in a general way, that education is a form of investment and a 
vital one. 
Education and training increase productivity and consequently earnings of 
labour. Although the consumption element is present in expenditure on education 
the investment aspect is crucial and has an important bearing on the quality of 
labour, which determines its productivity. While education at the primary level 
provides a country with a literate work force amenable to change and acceptance 
of new ideas, at the higher level education acts as a tool of change and 
development. 
Traces of the discussions of human capital and its importance can be 
found since the begirming of economics as an independent branch of knowledge. 
Classical economists recognized the economic value of human capital but its 
contribution to economic growth was not given due emphasis. Adam Smith in his 
"Wealth of Nations" makes a reference to the "acquired and useful abilities of all 
the inhabitants or members of society" which according to him was due to 
"education, study or apprenticeship", expenditure on which he regarded as "fixed 
capital". Marshall, too, considering the benefits of education was of the view that 
education is "an important means towards the production of material wealth". 
During the last four decades or so the priority which was earlier given to 
investment in physical capital for effecting economic grov^ has changed and 
emphasis is now on human capital, which constitutes human resources capable of 
yielding economic returns over their life span. Therefore, any expenditure on 
education, training, health, etc., is considered an investment. 
A number of economists are not very happy about the concept of human 
capital. Schultz feels that this is on account of "our values and beliefs w^ hich 
inhibit us from looking upon human beings as capital goods, except in slavery, 
and this we abhor".^  The prevalent view was that wealth exists for man who 
should be served by economic endeavour. To consider man as wealth or as a 
marketable asset would reduce man to a mere material component, to something 
akin to property. For man to look upon himself as capital may seem to debase 
him. Economists therefore consider the concept of human capital as improper. 
H.G. Shaffer criticizes the concept of human capital on the following grounds.^  
(i) Investment in man is essentially different from in\estment in non-
human capital. A part of the expenditure for improvement of m.an 
is undertaken for reasons other than expectation of a monetary 
return, its effects on future output are uncertain and it satisfies 
wants directly. Further, it is inseparable from expenditure that may 
be termed as investment, 
(ii) It is virtually impossible to allocate specific return to a specific 
investment in man. Aggregate expenditure on improvements in 
man's skill and abilities, it is accepted, does have a positive 
influence of "indeterminate magnitude" on man's efficiency and 
hence on output, 
(iii) Even if it were possible to separate consumption expenditure from 
investment expenditure in man, and income from such investment 
Schultz TW: "Investment in Human Capital", American Economic Re\'iew, Vol.51, pp. 1-17, 
1961. 
' Shaffer HG: "Investment in Human Capital: Comment", American Economic Review, Vol.52, 
No.4, pp. 1026-1035, I96I. 
could be computed, as a basis for public policy it would be of 
questionable value. 
It was the recognition of education as investment, which led govenunent 
in all countries to spend liberally on education, and the share of education as a 
percentage of government budget/GDP gradually increased. The peaks in general 
were reached by 1990. Since the adoption of the structural adjustment of the IMF 
(in India since 1991) with a view to reduce fiscal deficit, social sector 
expenditures were reduced and education has been the main casualty. It has posed 
another threat to education in India, which is already starved of funds. 
A glance over the impact of structural adjustment on educational financing 
would reveal that adjustment is associated with a decline in (a) public financing 
of education, (b) gross primary enrolment rates (c) teacher-student ratio and (d) 
the growth of teachers. Our main concem in this research work is in the 
constraints to financing. 
Higher education in the pre-Independence days was largely supported by 
private charity. However, the role of government gradually increased in its 
financing after Independence. This is true of Uttar Pradesh as also of all other 
states in India. State government in Uttar Pradesh (as elsewhere) adopted a policy 
of subsidizing higher education and provided liberal grants-in-aid. Realizing the 
importance of higher education and need for its wider dispersal, the State on its 
own started many general and professional colleges and universities in Uttar 
Pradesh. The share of government funding, consequently, went on rising. 
However, around 1990, the system of State financing of higher education came 
under severe constraints and now (after 1997) higher education is being 
considered as a "merit good" and privatization of higher education is being 
advocated. It has added yet another dimension to the problem under probe in this 
thesis. 
Scope and objective 
Briefly stated the present study aims at analyzing: (i) the placement of 
higher education in the scheme of plan priorities in Uttar Pradesh, (ii) costs of 
higher education, sources of finance and their relative significance in higher 
education in Uttar Pradesh, (iii) public higher educational expenditure in 
aggregated and dis-aggregated form, (iv) the process of budgetary allotment of 
funds and the procedure of grants-in-aid, (v) a blue print of alternative schemes of 
resource mobilization for higher education in Uttar Pradesh for the next 10 years. 
A problem often discussed with respect to costs in higher education arises 
in estimation of actual costs incorporating its various components and the amount 
of financing which is supposed to defray the cost of higher education calculated 
as mentioned. Often in the study of financing of education cost is taken 
synonymous to financing on the assumption that financing is attempted to defray 
the costs. On the other hand calculation of costs may be attempted by following a 
different methodology as suggested by Vaizey"*, who emphasized on estimation of 
various components of costs, like the maintenance costs of students, fees, 
incidental expenses, earnings forgone, etc. There is no denying that this is a better 
approach to cost calculation, but then it is beyond the capacity of the individual 
researcher to calculate it at the State level. Therefore, several studies have taken 
to the former option^, and we have also followed the same pattern in this 
investigation. While Azad's pioneering work gives a national perspective, the 
work of Muzammil is related with the analysis of education in Uttar Pradesh, and 
that of Singh deals with similar issues in the State of Bihar. And all of them have 
* Vaizey J: Costs of Education. George Allen and Unwin, London, 1958. 
^ (a) Azad JL: Financing of Higher Education in India. Sterling Publishers, New Delhi, 1975. 
(b) Mohammad Muzammil: Financing of Education. Ashish Publishing House, New Delhi, 
1989. 
(c) Singh P: Financing of University Education, BR Publishing Corporation, New Delhi, 1982. 
taken cost and financing as synonymous on the assumption that financing is 
attempted to cover-up the costs. 
The thesis begins with the chapter on higher education and economic 
development (Chapter II) which seeks to demonstrate that investment aspect of 
higher education is more important and thereby helps in economic development. 
In this chapter a brief survey of the existing literature on economics of higher 
education is also attempted with a view to ascertaining the place of higher 
education, its costs and returns in the growth process of a developing economy. 
Chapter III presents the system of higher education in Uttar Pradesh and 
analyzes the physical indicators in the growth of higher education in the State. It 
disaggregates higher education into university education and degree collegiate 
education for purposes of analysis. Quantitative growth rates have been computed 
with regard to several types of numerical data - student enrolment, institutions, 
teachers, teacher-pupil ratio, etc. 
Without going into the detail of the overall plan making process. Chapter 
IV attempts to analyze the placement of higher education in the scheme of Plan 
priorities in Uttar Pradesh (as also in India to have a national perspective). Plan-
wise discussion in this Chapter brings out the plan policy parameters with regard 
to development of higher education in the State. The task in this chapter is mainly 
to see to what State Plan documents have to say on social services and education 
in general and higher education in particular as the end product of a long process 
of formulations, revisions, and finalization of Five Year Plans. 
Certain inter-State and international comparisons of the economic aspects 
of higher education are given in Chapter V. Comparison is attempted of the 
position of economics of higher education in Uttar Pradesh with what is obtained 
in other (less developed and more developed) states of India. Such comparisons 
are also extended to certain developed and developing countries particularly the 
neighbouring Asian nations. This has helped in reaching at certain important 
conclusions, which has proved to be very useful in policy recommendations. 
Various types of costs of higher education and their nature in the context 
of financing are analyaed in Chapter VI. Detailed discussion is attempted on 
recurring and non-recurring costs and the components thereof. Total costs have 
also been disaggregated into public and private, including their constituents in 
turn. 
Chapter VII examines the relative roles of various sources of finance for 
higher education in Uttar Pradesh, particularly public and private sources taken as 
two aggregates. It analyzes the data relating to financial support fi-om different 
public and private sources to university and collegiate higher education in U.P. It 
also evaluates the role of fees and other related charges in higher education. In 
particular answers to the following questions are attempted in this chapter: (a) 
what is the amount and growth rate of fee per pupil in higher education? (b) is per 
pupil fee increasing or decreasing in money / real terms? (c) at which period of 
time in higher education the contribution of fee has been the largest? (d) whether 
per pupil fee has gone up in the same proportion as per capita State income? (e) 
what is the amount and growth rate of per pupil voluntary contribution to higher 
education fi-om private sources? (f) what is the relative trend in private voluntary 
contribution to higher education, and (g) whether, keeping in view the private 
returns to higher education, private contribution (both fees and donor support) is 
adequate? 
Chapter VIII analyzes the present system of budgetary allotment of fiinds 
for higher education in the State and also examines the scope for switching over 
to better methods of budget preparation for higher education. From the viewpoint 
of public expenditure on higher education, this sector competes with other levels 
of education, and education as such with other social services. Expenditure is no 
longer regarded as a routine budgetary problem of allocating public expenditure 
between one item of public consumption and another. But when it assumes the 
character of investment it clearly requires application of higher and precise 
criteria. Though by the 42"** Amendment to the Constitution of India, education 
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has been brought on the Concurrent List, the larger responsibility (as per 
tradition) lies on the shoulders of the State government. Higher education in U.P. 
is financed by State government virtually to the extent of totality. Higher 
education expenditure of the U.P. government has registered phenomenal 
increase. It has increased faster than total State income or total budgetary 
expenditure. 
Chapter IX examines at length the 'capacity' and 'effort' of the State 
government to spend on higher education. The aggregative analysis aims at 
finding out the State's ability and endeavour to invest in higher (university and 
collegiate) education. Itemization of higher educational expenditure into major 
economic and accounting heads, and the analysis of the components of higher 
education expenditure have also been taken up in this chapter. Patterns and 
emerging trends in public expenditure on higher education in U.P. have also been 
enquired into in detail. 
Alternative schemes of additional resource mobilization are laid down in 
Chapter X. In view of the severe resource crunch before higher education, these 
schemes for additional resources may be found helpful by the government for 
policy formulation in the days to come. 
The Data Base 
The database of the study is what is generally called secondary database. 
The annual budgets of the Government of Uttar Pradesh constituted the main 
source of information. The Annual Reports of the UGC and the Annual budgets of 
the educational institutions provided the second layer of information. The Annual 
or other publications of the Department of Education and the Directorate of 
Higher Education in U.P. have also been fi-eely drawn upon. For interstate 
comparisons, the publications of the Ministry of Human Resource Development, 
Government of India have been used. Plan documents, including Five Year Plans 
and Aimual Plans, Plan reviews and evaluation, reports of the Central and 
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particularly State government embodying policy pronouncements and action 
programme constituted yet another source of material. Further, unpublished 
records to which access was obtained informally were also consulted extensively 
to fill in the gaps in knowledge based on published information alone. Data 
regarding age-specific population, literacy and allied matters were obtained 
directly from the Census Reports. Materials for international comparisons have 
been drawn from World Development Reports and other publications of the 
World Bank, Human Development Report and other reports of the United Nations 
Development Programme and its Regional offices in South Asia and the 
UNESCO. 
When data are gathered from a plethora of agencies associated with a 
certain purpose, the problem of reconciling conflicting data poses a hindrance. 
For instance, enrolment figures in higher education differ widely in Plan 
documents and the records of the Education Directorate. Plan expenditure figures 
for a certain period differ widely from one document to another. Officials of the 
concerned departments were contacted in all such cases and their explanation duly 
noted for the purpose of narrowing down the discrepancies. However, in most of 
the cases the officials by themselves could not off-hand explain the variations 
satisfactorily, and we had to proceed on our own judgement. Often the 
discrepancies appeared to be printing errors, particularly in the documents of the 
Directorate of Education, which were glaring and deplorable. Even the high-
powered Estimates Committee of legislature had occasions to lament upon such 
variations in facts and figures. Such discrepancies in government bookkeeping, 
even while budgetary classification, etc., is being improvised countrywide under 
the direction of Comptroller and Auditor General of India, is distressing indeed. 
The data obtained frwn State departments, offices and agencies reveal 
considerable time lag. First of all there is a compilation lag because the job is 
done at different levels beginning with the college/university and ending at the 
State. A lag of up to six years in the final publication of educational financial 
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statistics, especially on educational finance is not uncommon. This time lag is 
lengthened further when Government of India - Ministry of Human Resource 
Development brings out its own publications containing the same information on 
an all India basis. 
Universities and colleges are often not able to submit their budgets and 
financial records to higher authorities on time. Studies carried out earlier on the 
evaluation of educational programme in the State by the State Planning Institute 
and Uttar Pradesh Development Systems (U.P. DESCO) have invariably 
complained about the financial records not being maintained in an up-to-date 
fashion at different levels. The State Plaiming Institute has also noted that 
financial records related with education were generally incomplete. 
Period covered by the Study 
The study broadly covers the plan period in U.P. begirming with 1950-51 
until date (for which latest data are available). Plan period is the base in Chapters 
III, IV, VI, VII and IX. However in Chapters VI and VII due to non-availability 
of the required data fiill plan period is not covered. Results have been obtained 
fi-om data analysis for a shorter period. There cannot be any firm terminal for this 
type of study, therefore the analysis extends up to the period the latest data are 
available. 
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Chapter II 
Higher Education 
and 
Economic Development 
HIGHER EDUCATION AND ECONOMIC 
DEVELOPMENT 
Economic development is a process involving on the one hand physical 
growth in per capita output in the economy, that is economic growth, and on the 
other, availability of a variety and better quality of that output. It is accompanied 
by an improved institutional set up, a more literate, enlightened and healthy 
population, disappearance of archaic and traditional institutions, adoption of new 
and modem techniques of production and distribution, and such institutions that 
help the economy move along the path of progress. In this process a crucial role is 
played by investment, both in its physical form or what we call capital investment 
and secondly (and according to some, more importantly,) human capital or 
investment in man. 
Investment in human capital may take several forms, the most important 
being investment in education. Education at the base level or primary education is 
very important as it helps in removing the stranglehold of traditions, which 
characterize the societ\' in underdeveloped countries and is inimical to growth and 
development. Education at the secondary level provides the base for higher and 
technical education. Higher education is important as it provides manpower for 
higher cadre posts both in the private and public sectors. It fastens and facilitates 
the process of national development by encouraging scientific temper in students 
and inculcating in them the urge to develop, to progress, to be able to live a 
satisfying existence. 
Approaches to Education and Economic Development 
That education and economic development (which includes economic 
growth) are positively correlated is accepted by all. What is significant in this 
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context is how to assess the contribution of all kinds of education to economic 
growth. Various studies that have attempted to make such an assessment have 
taken into account the following approaches: 
(i) simple correlation approach 
(ii) the residual approach 
(iii) returns to education approach. 
(i) Simple Correlation Approach 
This makes an attempt to correlate some index of educational activity with 
some index of the level of economic activity, such as level of literacy and per 
capita incomes of different countries may be compared with each other to find out 
that level of literacy which will help in achieving a high rate of growth. Similarly 
any other index like percentage of GNP spent on education may be correlated to 
per-capita GNP or level of education to per capita income. 
In a study Anderson and Bowman (1950) compared the literacy level of 83 
countries with GNP per capita and came to the conclusion that there is a threshold 
level of literacy below which no country can achieve growth. The countries were 
classified into three - poor, rich and middle level and their literacy levels were 
compared with per capita incomes. The following data was given: 
Table 2.1 
Level of Literacy and Per Capita Income 
Classification 
31 poor countries 
24 rich countries 
27 middle-level countries 
Literacy Level 
Below 40% 
Above 70% 
40 to 69% 
GNP ($) per capita 
Under 300 
Above 700 
Not very definite 
Source: Natarajan, S.: Introduction to Economics of Education, Sterling Publishers, 
New Delhi, 1990. 
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Studies conducted in India also came to similar conclusions. A positive 
correlation between education and earnings was brought out by VKRV Rao in his 
socio-economic survey of Delhi. He came to the conclusion that income 
differentials are foimd to exist between people v^th different levels of education. 
Such differentials are also found in the level of earning of technical and non-
technical personnel.' 
Another study on Bombay by Panchmukhi clearly brings out that people 
with no formal education earned much less than those with formal education and 
that higher the level of education, higher were the earnings of workers. This is 
shown in Table 2.2 
Table 2.2 
Level of Education and Annual Income 
Income (in Rs.) 
Level of Education before tax 
(1970-71) 
No formal education 2900 
Up to primary education 3100 
Up to secondary education 3500 
Up to higher secondary 5500 
Graduates and above 8200 
Source: Same as Table 2.1 
Rao, VKRV: Socioeconomic Survey of Greater Delhi City, Asia Publishing House, 1966. 
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Income differentials on account of different educational levels are 
calculated in the study by I.Z. Husain on 'Returns to Education in India'.^  Table 
2.3 brings out the differences in the earnings of workers with different levels of 
education. 
Table-2.3 
Average and Differential Annual Earnings Per Worker on 
Maturity in 1960-61 
Earner Average 
Differential 
over 
uneducated 
Differential 
over 
matriculate 
Differential 
over General 
Graduate 
1. Average 
uneducated 
Workers 
2. Matriculates 
3. Graduates 
4. Post-graduates 
(General) 
5. Professional 
Graduates 
462.5 
1631.4 
2634.0 
3254.4 
4880.4 
1168.9 
2171.5 
2791.9 
4417.9 
1002.6 
1623.0 
3249.0 
620.4 
Source: I.Z. Husain: "Returns to Education in India: An Estimate" in Education as Investment, 
Ed. Baljit Singh, Meenakshi Prakashan, Meerut, 1967. 
The table clearly shows that there is a positive correlation between the 
earnings of workers and their level of education. As the level of education 
increases from matriculate to graduate and further to post-gradviate, the 
differences in the earnings over uneducated workers becomes more prominent. 
The above methods, though they may establish a strong correlation 
between ediication and economic growth do not tell us anything about the causal 
H^usain, I.Z.: "Returns to Education in.India: An Estimate" in Education as Investment, Ed Baljit 
Singh, Meenakshi Prakashan, Meerut, 1967. 
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relationship between the two. The problem remains as to whether education is the 
cause of economic growth or vice versa. 
(ii) Residual Approach 
Empirical studies conducted in U.S.A revealed that increase in output had 
taken place over a period of time without a corresponding increase in the inputs in 
terms of labour and capital. This unexplained increase in the output was on 
account of what E.F. Denison termed as the "residual factor" which was identified 
as education and advances in technology. He used the Cobb Douglas production 
function in calculating the value of the residual factor for U.S.A. for the period 
1927 to 1957. The average growth rate during the period could not be accounted 
for by the contribution of the factors of production, namely, land, labour and 
capital. The average growth rate worked out to be 2.9% and the value of the 
residue was little more than 2%, which according to him was on account of 
advancement in knowledge. This formed the basis of the approach, and along 
these lines further research was conducted as there was a growing interest in 
investment in human resources, and educational expenditure came to be regarded 
as an important form of investment. 
(Hi) Returns to Education or Investment in Human Capital Approach 
Education yields positive direct and indirect returns to the educated 
person. Direct returns wiiich are in the form of increased earnings are easily 
quantifiable. Indirect returns, though important, are not amenable to 
measurement They may be in the form of an enlightened electorate, greater 
tolerance among people, hence less frictions, and, therefore, an amicable and 
conducive envirorraient in which development can take place. It has been foimd 
that education yields a high rate of return on investment. The monetary returns 
in the form of lifetime earnings to the individual far exceed the cost of 
education. The rate of return approach is of use in assessing the contribution of 
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education to economic growth. Equally important is its usefulness in 
determining how much is to be invested in education vis a vis other sectors of 
the economy. It is important to differentiate between returns to the individual 
and to the society at large. This approach though theoretically sound has been 
criticized on the following grounds. Firstly, it fails to consider the non-
economic intangible benefits of education, which are of special significance in 
underdeveloped countries. In these countries deep- rooted beliefs and traditions 
have a strong hold on society and they act as a great obstacle to growtli and 
development. For instance, it is increasingly being felt that in India education, 
especially of women, is of crucial importance to make the family planning 
programme effective. Secondly, the data is difficult to obtain for a precise 
calculation of the returns attributable to education. 
The inter-relationship between education and economic growth has 
come up for criticism. It is felt by some that the role of capital has been 
underestimated by Denison and others who have identified education as the 
"residual factor" in economic growth. It is also felt that education has been 
viewed as a homogenous factor in economic growth. Its structure and quality 
have not been taken into consideration. The quantity of education alone may not 
be enough for effecting economic growth. The quality of education is equally 
important, as is the need to make it more appropriate to the specific needs of the 
countries concerned. 
Higher Education and Economic Development 
The coimection between education and development has been observed 
and examined in many ways. The disciission in one form or the other existed even 
in old literature of Economics, but meaningful attention was given much later. As 
is too well known after the Second World War economists concentrated their 
attention on building up a theory of development based solely on physical 
investment. Little or no attention was paid to contribution made by human capital 
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in the development process although its existence had been recognized by the 
classical economists as well as by economists of later period. Several studies on 
economic growth in advanced countries in the 1950's revealed that output had 
increased at a higher rate than could be explained by an increase in the input of 
labour and capital. Among other factors, and in fact, more significant, were 
considered improvements in intangible human qualities.^  
Some economists challenged the exclusive role in economic development 
being assigned to physical capital. The concept of capital investment widened to 
include, besides physical investment, "investment in man", also referred to as 
investment in human resources, which may take several forms. Though 
expenditure on health is an integral part of such investment, education has been in 
the spotlight. Some of the economists who support the investment theory of 
education are Kuznets, Schultz, Myers, Anderson, Lewis etc. 
Education acts upon and improves human resources in different ways. It 
has a direct bearing on the quality of human resources. Diffusion of new ideas and 
objectives through investment in knowledge is necessary to remove economic 
backwardness. It raises the level of productivity, enhances both in quantity and 
quality the occupational skills of individuals. All forms of education, together 
with imparting skills, improve attitudes as well. Education brings about an 
inculcation of right attitudes towards life and work. An improvement in the 
quality of the "human factor" is thus as essential as investment in physical capital. 
Expenditures on education and training yield a continuing return in the future and 
it is for this reason that they are now considered to be an integral part of capital 
expenditures in an economy. An improvement in human capabilities thus 
improving the quality of labour is as important as improvements in tangible 
physical capital and hence investments in it. It is now increasingly recognized that 
' Meier, Gerald M.: Leading Issues in Economic Development, Oxford University Press, Delhi, 
4*ed. 1995. 
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shortage of skills and knowledge and not so much shortage of savings in many 
under developed countries are responsible for their inability to absorb capital in 
productive investment. "Thus attention has shifted from capital to education, from 
investment in material capital to investment in himian capital. This is a great 
advance on the older approach of trying to mobilize the brawn power rather than 
the brain power of the people of the under developed countries."'* 
The same emphasis on quality of human resources is given by Prof 
Schultz in the following example. "Suppose that by some miracle India, or some 
other low income country like India, were to acquire as it were overnight a set of 
natural resources, equipment and structures including techniques of production 
comparable per person to ours what could they do with them given the existing 
skills and knowledge of the people? Surely the imbalance between the stock of 
human and non-human capital would be tremendous."^ 
Accordingly from the sixties onwards serious thought has been devoted to 
education as an important component of investment. "Direct expenditures on 
education, health, and internal migration to take advantage of better job 
opportunities are clear examples" of investment in human capital according to 
Schultz. To these he adds earnings foregone by mature students, on the job 
training acquired by workers as well as use of leisure time to improve skills. Such 
investment in human capital improves the quality of human effort, enhances its 
productivity and "accounts for most of the impressive rise in the real earnings per 
worker."^ 
* Myint, Hla.: The Economics of the Developing Countries, Fredrick A Praeger, Publishers, New 
Yoric, Washington, 1965, p. 173. 
' Schultz, TW. : "Reflections on Investment in Man" Journal of Political Economy, September, 
October, 1962, pp2-3. 
*Schultz, TW.: "Investment in Human Capital", American Economic Review, Volume LI, March 
1961 Number one, pp. 1-17. 
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Role of Education: Nature and Magnitude 
It has always been interesting and useful to discuss what higher education 
is. Is it consumption, investment or social investment? It, in general, encompasses 
all the qualities, which can possibly place it in any of the above categories. 
R.A. Musgrave for instance discusses at length about the components of 
education, namely, education (a) as consumption (enjoyment of fuller life 
permitted by education) (b) as investment (with gains accruing "internally" in the 
form of increased earning to the educated person), (c) as investment in the 
functioning of the economic and social system at large (with gains accruing 
'externally' in the form of its impact on other members of the community). 
The educational expenditure has features of both consumption and 
investment. In fact the consumption aspect itself consists of current consumption -
the delights of attending school, according to Musgrave, and future consumption 
which enables an individual to enjoy a better life later on which makes education 
a consumer durable. Thus the distinction between the consumption and 
investment aspect of educational expenditure is only a superficial one. The 
distinction is between educational investment that enables one to lead a fuller life 
in future (imputed income), and educational investment that generates increased 
earnings for the educated person.' 
In estimating the magnitude of human investment Prof. Schultz also 
distinguishes between educational expenditure for consumption and for 
investment. He classifies educational expenditure into three kinds. 
(a) Expenditures undertaken by consumers based purely on their 
preferences, which, according to Schultz represent pure consumption. 
These do not enhance capabilities of individuals. 
' Musgrave, R.A.: Financing of Education for Economic Growth, O.E.C.D. Paris, pp 31-39, 1966. 
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(b) Expenditures undertaken to enhance capabilities, and do not satisfy 
any preferences underlying consumption, which represent pure 
investment 
(c) Expenditures which have both effectSi 
Most relevant activities according to Schultz belong to the third category. 
This makes difficult the task of identifying the components of education. The 
measurement of capital formation by expenditure, a useful method for physical 
capital, is not so for human investment. Yield on such investment, as reflected in 
enhanced earnings is a better method for estimating human investment. 
Activities/expenditures that improve human capabilities include health facilities, 
on the job training organized at the workplace, all types of formal education, 
programmes of adult education including extension programmes, especially in the 
agricultural sector, migration of individuals to avail of changing job opportunities, 
etc. Expenditures on health and nutrition enhance capabilities, and raise 
productivity of workers. In fact in some poor countries more food may actually be 
regarded as "producer good". However, it is expenditures on education and 
training of different types on which attention has been focussed while discussing 
human capital formation. The other factors mentioned above, though they have an 
important bearing on human capabilities, their contribution to productivity is less 
amenable to measurement. Investment in human capital is different from 
investment in physical capital in at least two respects. When the choice is between 
different forms of investments on account of resource constraint, the differences 
acquire significance. Firstly, in the case of investments in human capital, the 
criterion of profitability, v i^iich is relevant for physical investments, is less 
important. Investment decisions are guided by costs and benefit, the latter being 
more in an intangible form. Secondly, spillover effects of investment in education 
are much more far-reaching than that of others. Even when the recipients of 
* T.W. Schultz.: op.cit. 
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education do not contribute to production by entering the workforce, the change 
in their attitudes and outlook towards work and progress is easily perceptible and 
it helps to create the right type of environment in which development can take 
place. 
Costs and Benefits of Education 
Costs and benefits of education may be examined for an individual or for 
the society as a whole. First consider the cost aspect of education. The cost of 
education may be social or private. Government expenditure on education or what 
may be called institutional costs are in the form of salaries of teachers, 
administrative and other non-teaching staff, cost of maintaining libraries and 
laboratories, maintenance and operational costs of the entire education system, 
expenditure on hostels and other student amenities, etc. Since the major part of 
government's expenses are met out of tax revenues, these costs are ultimately 
home by the society. Private costs of education include tuition and other fees paid 
by students, earnings foregone and incidental expenses which may include 
expenses on travel, stationery, etc. 
Costs of Education 
Costs of education are sxmmiarized below 
Cost of 
Education 
^ ^ 
^ y ^ 
< 
^ ^ 
Private ^ w 
Social or 
Institutional w 
a) Tuition & other fee 
b) Books & Stationary 
c) Incidental Expenses 
d) Earnings foregone 
a) Salaries of teaching & Non-Teaching 
• Staff 
b) Library & Labwatory 
c) Maintenance & Operational co 
d) Hostel & Student amenities 
St 
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Of the total costs of education, it is not difficult to estimate the 
conventional costs of education. However, it is difficult to estimate the earnings 
foregone by students, an important component of education. This component, 
according to Schultz, is far from negligible. He estimates that for the United 
States, by 1956, it represented over two fifths of all costs.^  According to 
Psacharopoulos, international comparisons show that the proportion of earnings 
foregone to total educational cost, is about 66% at the secondary level, and one 
half of total investment at the level of higher education in countries of high and 
middle income group. In low-income countries, the proportions are lower, 50% at 
the secondary level and about 35% at the higher education level.'° 
Analysis of costs is an integral part of educational management. Not only 
does it give us an idea of the total requirement of funds in the educational sector, 
it also gives us the extent of burden of educational expenditure on the 
government, how we can justify this expenditure in a poor country like India 
where many areas are wanting government's attention. Is it possible/desirable to 
shift a part of the burden to individuals? If so, how much of the burden can be 
shifted? These are relevant aspects, which need to be examined. Besides this, unit 
cost of educational expenditiire is also calculated. We may thus calculate the 
educational cost per student, or per course, or per institution. This is required to 
work out financial allocations and costing of educational schemes to study the 
efficiency level of an institution, to improve the optimum utilization of resources 
and to evaluate the input-output design " 
Benefits of Education : Contribution to Economic Growth 
Benefits of education may be direct and indirect, social or private, tangible 
or intangible. Generally speaking direct benefits are private, i.e., they are enjoyed 
' Schultz, T.W.: op.cit. 
Psacharopoulos, G.: I 
Natarajan, S.: Introduction to Economics of Education, Sterling, New Delhi, 1990. 
'° Returns to Education, Elsevier, New York 1973 
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by the individuals in the form of higher earnings, occupational flexibility, better 
status, cultural refinement, etc. Indirect benefits are enjoyed both by the 
individuals as well as by the society. An enlightened population willing to accept 
new ideas, new challenges, greater tolerance which goes to ease communal 
tensions, improvement in social and cultural levels, promotion of democratic 
values, positive thinking and behaviour of people, productive use and enjoyment 
of leisure are some of the spill over benefits to society which are at the same time 
enjoyed by the individuals as well. These intangible benefits, though not 
amenable to measurement, have a powerfiil effect on society and on the economy. 
It creates the right type of environment, which promotes development in the 
economy. In fact it is these changes which bring out the difference between 
economic growth and economic development. 
A relevant question regarding educational investment is related to the 
stage of economic development at which intangible capital formation becomes 
significant. So far as the early period of industrialization in Western Europe is 
concerned, or even that of United States, the contribution of education to 
economic growth became significant at a fairly advanced stage of development. 
However, in the context of present day under developed covmtries, the situation is 
different. With the latest techniques and equipment being available from 
advanced countries, it has become necessary to obtain the requisite skills and 
technical know-how to avail of opportunities so provided. Improvements in skills 
and knowledge, which can be acquired through education, have become a 
prerequisite to economic growth in the modem world. In fact a positive 
correlation is seen to exist between per capita incomes (GNP) and adult literacy 
rates. In the high income countries adult literacy rates are 98 to 100% while in 
low-income countries the percentage ranges fi"om 10% to 60%. 
Since the resources available to developing countries are to be carefiiUy 
allocated on various programmes of development, investment in education has to 
be judiciously plaimed. The proportion of GNP to be allotted to education 
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assumes relevance. Besides this, priorities have to be laid down regarding the type 
of education in which investible resources are allocated - whether universal 
primary education is essential, secondary education or an extensive system of 
higher education or vocational education and training. Much depends on 
individual requirements of the countries concerned. While in some countries 
highly trained technical personnel may be required (necessitating their import) to 
tap natural resources, in others it may be necessary to infuse new skills and 
knowledge in the agricultural sector. It is widely felt that "after overcoming the 
immediate bottlenecks of scarce personnel in specific key occupations, the 
education system should then be devised to provide a balance between general 
education, prevocational preparation, and vocational education and training." 
Returns to Education: Studies are available now in abundance about the 
returns to education and of various levels of education. Earlier studies (in 1970s 
and 1980s)'^  revealed that returns to primary education are largest and returns to 
higher education are lowest. But more recently (in 1990s)''' studies have revealed 
that returns to primary education have come down and returns to higher and 
specialised education have gone up. This is because of spread of education has 
lowered the returns in primary education and opening up of specialised courses 
has put a premium on higher education. 
In the two articles published in The World Bank Research Observer 
(August 1995), Eric A. Hanushek'^  and Michael R. Kremer'^  have demonstrated 
that (i) good education helps in development, while at the same time resources in 
many countries are being spent on education in unproductive ways, and (ii) 
'^  Meier Gerald M.: Leading Issues in Economic Development, chapter on "Education", 4* Ed., 
Oxford University Press, Delhi, Bombay, Madras. 
" For a summaiy of findings vide Muzammil, Financing of Education, Ashish Publishing House, 
New Delhi (1989). 
'* Vide the studies summarised in E. Hanushek, fVorld Bank Research Observer (W.B.R.O), 
August 1995 Vol.10, No.2. 
" Ibid. 
'* Michael R, Kremer: "Research on Schooling: What we know and what we don't - A Comment 
on Hanushek", the W.B.R.O, Vol.10, No.2, August, 1995. 
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certain types of expenditures on education do improve student achievement, and 
that in turn raises its contribution in the development process. 
Hanushek, however, maintains that education is a very inefficient exercise 
across the globe, and strong evidences suggest that too much is being paid for the 
performance obtained from educational institutions. This is more so in regard to 
higher education in countries like India where quality in this section of education 
leaves much to be desired. 
Several recent empirical studies'^ ha\e well documented the contribution 
of education and additional (higher) education, over primary schooling, to 
economic growth. Estimates of the contribution of education to economic growth 
in various regions of human world are shown in Table 2.4. These range from 25 
percent in Canada to 12 percent in Kenya, and from 17 percent in Africa to 5 
percent in Latin America. 
The correlation analysis of educational progress and economic 
development in certain countries/states also reveals that there is a weak 
relationship between the two and that education has not contributed to economic 
growth. The low contribution of education (particularly higher education) to 
economic growth in certain countries such as Nicaragua, Cuba, Sri Lanka and also 
in the State of Kerala in our coimtry is largely because the complementary 
economic and social policies necessary to sustain human development are often 
• • 18 
nussing. 
" World Bank: The East Asian Miracle - Economic Growth and Public Policy, Oxford University 
Press, New York, 1993. 
" Loh, J.: "Education and Economic Growth in India: An Aggregate Production Function 
Approach" in NCERT - School Effectiveness anJ Learnine Achievement: International 
Perspective. New Delhi 1995. 
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Table 2.4 
Contribution of Education to Economic Growth 
Country/ Region 
Country 
Canada 
Ghana 
India 
Argentina 
Nigeria 
United States 
Belgium 
Kenya 
Region 
Africa 
Asia 
North America & Europe 
Latin America 
Growth rate Explained 
by Education. 
25.0 
23.3 
27.0 
16.5 
16.0 
15.0 
14.0 
12.4 
17.2 
11.1 
8.6 
5.1 
Source: Mahbubul Haq & Khadija Haq: Human Development in South Asia -
1998, The Human Development Centre, Karachi Oxford University Press 1998. 
Note: It may be noted from this Table that highest contribution of education to 
economic growth is in India. 
Education without adequate remunerative and productive jobs rarely leads 
to sustainable economic growth. At higher education level, general education in 
liberal arts matters less and in specialised scientific branches matters more. There 
is evidence that the type of higher education provided matters for economic 
growth. The World Development Report, 1998-99 says, 
"The properties of students majoring in mathematics, science and 
engineering (but not the proportion majoring in pre law) has been found to be 
positively associated with subsequent growth rates, suggesting higher returns to 
educational investment in these fields than in others. The content of education 
thus appears important for countries seeking to develop new technologies suitable 
for local conditions." (P.43) 
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Agricultural universities have made significant contribution in India's 
economic development as in some other developing countries like Malaysia and 
the Philippines. Bulk of student researchers in agricultural universities is engaged 
in research and development activities. 
Multiple Roles in Development 
Universities thus serve a multiplicity of roles - not only enhancing the 
skills of future workers but also introducing new knowledge and adapting 
knowledge produced elsewhere. The fact that universities throughout the world 
package these activities - teaching and research, suggests that there are strong 
complementarities between them. But this very multiplicity of activities can also 
give rise to conflicts of interest between those who supply and those who demand 
universities' output. Competition among universities should ensure that curricula 
will be more attuned to the perceived demand, and students adopt faster to 
changing technologies. For instance, having long ago added computer science as a 
field of study, universities in the industrial countries have now integrated the use 
of computers throughout the curriculum. Students fi-om developing countries, to 
seek fiirther training overseas, are at a severe disadvantage, as the quality of 
education they receive at home falls far short of what they later encounter 
abroad." 
A recent study^ ** reveals positive association between enrolment growth in 
general higher education and real per capita income in India for the period 1951-
97. Covering a period of eight Five Year Plans along with the intervals of Aimual 
Plans in between 1951 to 1997, this study concludes that the rank correlation 
between enrolment growth in general higher education and real per capita income 
for the period 1951 to 1997 comes to 0.2 implying a positive relationship. The 
" World Bank: World Development Report, /PP5-PP, Oxford University Press, New York. 
^ Srinivasan, R.: "Collegiate Education and Economic Growth in India", University News, vol.37 
No.lO, 8 March 1999. 
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author infers that all through this period the progress in enrolment in general 
higher education has matched with the economy's growth and has been mutually 
influencing each other resulting in low direct nexus between them. 
The above however is only a vague conclusion and does not in any way 
weaken the earlier observations that technical and specialised higher education 
contributes relatively more to economic development of the country. But general 
higher education also cannot be ignored in view of its linkages with lower levels 
of education and the economy and society in general. 
Higher education creates noble values - tolerance and humanism as Nehru 
put it long back. Even now emphasizing on higher values for development while 
delivering the Kale Memorial Lecture, S.Venkitaramanan, former govemor of the 
Reserve Bank of India stressed: "Let us not rule out every prospect of 
development just because it does not satisfy the criterion of financial profits. True, 
the test of pecuniary return is needed. But the vision of greatness is even more 
essential" (Emphasis added). ^' 
Surely this vision of greatness is created by higher education of social 
sciences, humanities and liberal arts and viewed thus, they do play a pivotal role 
in the development process of the country. 
Changing Role of Higher Education 
The role of higher education in development is changing over time 
because objectives and functions of higher education are under rapid 
metamorphosis. It is perceived that the best way higher education can serve the 
purpose of development and society is to prepare people through diversified 
courses capable of tackling the emerging problems that beset them. Nowadays 
these problems are moral and ethical on the one hand, and materialistic on the 
other, which are related to the basic necessities of life, viz., food and nutrition, 
'^ University News, vol.37 No.7 Feb. 15 p.l8,, 1999. 
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health and sanitation, housing and sheher. These basic needs can only be satisfied 
through economic activity and the higher education system is harnessed to 
provide the necessmy skills and expertise along with healthy moral values to run 
the system in order that these basic needs may be supplied. In a static and 
subsistence economy the role of higher education may be limited only to mind 
and character but in a modem system - an information based industrial and 
commercial economy, higher education has to cater to many requirements of 
development and sustainability. 
Thus, in the present situation higher education cannot justify its existence 
by providing only higher academic learning for mental or spiritual development, it 
has to convey the necessary skills for economic development in order that natural 
resources are explored and exploited and their wasteful use is checked, goods 
produced, stored and distributed efficiently, services managed well for the benefit 
of population at large and resources conserved for future generation. 
Surely, generation of such skills would not only enable solutions to be 
found to present problems but also prepare the recipients of higher education face 
successfully the complex and dynamic problems of the future. 
Thus, the relationship between higher education and development is not 
that simple. These viewpoints stand out in this regard: 
a) That education provides people with the skills to develop and 
manage the economy and related services and therefore, 
investment in education is an investment in human capital. 
b) That higher education provides not only skills for performing 
vocational tasks, but also promotes social values by encouraging 
upward mobility in the society, and thus acts as a screening device 
to select the most competent and ablest people for the best social 
roles in jobs. 
c) That productivity is an attribute to jobs, not of people (people are 
matched to jobs by criteria which may be associated with 
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education) but higher education is not at its own a determinant of 
productivity. It is this approach which goes by the name "labour 
market segmentation theory", 
d) That the idea of correspondence between higher education and 
social role is an illusion existing only in the minds of graduates and 
has little to do with their performance in actual life. The usual 
practice of recruiting the educated for certain jobs on the basis of 
their educational qualification leads new job seekers to believe that 
they are entitled to such jobs. 
Thus, on the whole we find that higher education is the main instrument 
for development and transformation. Universities can and should exercise a great 
influence on societal transformation and industrial development. Their output 
should reflect the quality of himian resource development programmes. No 
society can be made prosperous and sustainable without human resource 
development, which depends largely on the vitality of higher education. Again the 
level of economic development of a country depends on an adequate and up-to-
date involvement of technology. Universities have to come up to meet this 
challenge. 
The benefits that both industry and university can derive firom industry-
institution interaction are fairly well known and well documented.^^ It is 
suggested that for linking higher education with development, India's industries, 
including public undertakings, should adopt some educational institutions as their 
own R & D house, which will render the research pursuits of our education 
(a) Ansari, M.M.: Education- Industry Linkages, Association of Indian Universities, New 
Delhi, 1990. (b) Ansari, M.M.: "Financial Support to Education by Industry": An Assessment 
Paper presented at National Seminar on Financing Education, NIEPA, New Delhi, 10-12 Feb. 
1999. 
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system rewarding. A beginning has already been made in this direction, by some 
industrial houses. It needs to be made more extensive. 
At the same time, higher education is required to be more flexible in 
nature, more general in content, to be adaptable to changing skills requirements to 
prepare "educable" (adaptable) rather than educated citizens, to cope with ever 
dynamic technological developments. Higher education needs to be diversified in 
delivery method, which will take advantage of developments in the labour market. 
Since higher education and industry are inextricably interwoven in the 
modem world and industrial sector utilises the output of higher educational 
institutions- the graduates and the research findings, it is expected on its part that 
it will provide necessary feedback and resources for modernisation and 
development of higher education programmes. 
Education and industry (which has become cine qua non for development 
in the globalised economy) are thus interdependent for supply of inputs that 
contributes to their productivity and performance. Since competitiveness of 
industry is determined by factors like utilisation of new knowledge and 
technology, the programmes of higher and specialised educational institutions are 
viewed from commercial and profit angles by industry and business. There is 
therefore, a strong justification for industry to effectively contribute to education 
as well, as the latter does to the former. 
Due to inadequate investments in education, human competence level, 
howsoever measured, is lower for India as compared to its competitors. Therefore, 
in order to promote development, strong education industry linkages are 
important, such that they mutually benefit fi-om each other and reinforce in the 
development of each other. 
Summary and Conclusions 
Thus both theoretically and empirically the following points emerge from 
this chapter: 
1. There is a positive correlation between education and development, and 
higher education leads to higher earnings and fiirther development. 
2. Income differentials do exist between earners with different levels of 
education. Higher education is found to give higher earnings. 
3. A significant part of growth in national income is explained by investment in 
education (human capital). 
4. Several direct and indirect benefits accrue to the recipient of higher education. 
5. The connections between higher education and economic development are 
found to exist in many ways. It has shifted the attention from physical capital 
to human capital. 
6. Role of higher education is instrumental in economic development. It is 
consumption, private investment and social investment and holds crucial 
importance in all the three ways. 
7. Spillover benefits of higher education to the economy are far varied and far-
reaching and significant in many ways. 
8. Just as benefits of education are of many types, direct and indirect, private and 
social or national etc., so also the cost components, which are of private and 
social or institutional in nature. Taking into accoimt all these, higher education 
emerges as an expensive enterprise. 
9. Intangible benefits of education are difficult to identify, leave alone their 
quantification and measurement vis-a-vis costs of higher education. 
10. Specialised and technical education is foimd to yield more to development 
than general higher education. 
11. Education (including higher education) is a very inefficient exercise across the 
globe. Little results are obtained at higher costs. The inefficiency lies at two 
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levels - inefficiency of the educational institution and the inefficiency of the 
higher education system as a whole. 
12. Contribution of higher education to economic development is found to vary 
from country to country. Incidentally it is one of the highest in India. 
13. In many countries, and in some states in India, higher education is not found 
to contribute to economic development to the extent desired. 
14. Science, engineering, mathematical and agricultural streams of higher 
education are found to be more beneficial from the viewpoint of economic 
development. 
15. Higher education (general category) enrolment and per capita income in India 
over the plaiming period also reveal a positive association. 
16. Higher education not only reinforces the abilities of pecuniary gains, it also 
inculcates visions of greatness, which are nothing less important for national 
development. 
17. New challenges of skill generation make higher education more complex to 
answer to the developmental requirements of the society. 
18. Higher education is an integral part not only of human capital theory but also 
of labour market segmentation theory. 
19. Higher education and industry linkages are important to meet new challenges 
of development in future. Vast potential exists in India in this regard. 
^ft*'^***^^** 
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Chapter III 
Growth of Higher Education 
In Uttar Pradesh 
GROWTH OF HIGHER EDUCATION IN UTTAR 
PRADESH 
It has already been discussed that a positive correlation exists between 
economic development and higher education. While basic education provides a 
literate work force amenable to change and development, higher education 
provides a cadre of trained and able personnel - technical, managerial and 
administrative, to manage and guide the economy towards higher levels of 
productivity and growth. 
Prior to Independence the government was insensitive to the needs of the 
economy, and deliberately so, with the result that not much thought was given to 
development of higher education in India. With the coming to power of a national 
government the need for developing education, and more so higher education was 
realized. The government set up a commission on education, the University 
Education Commission, also known as Radhakrishnan Commission, vmder the 
Chairmanship of Dr. Sarvapalli Radhakrishnan, in November 1948. The 
Conunission examined various aspects of higher education. Among other things 
pointed out, was the inadequacy of finance for all sectors of education, the worst 
affected being higher education. A very important recommendation by the 
Conunission in this regard was the setting up of a University Grants Conmiission 
at the federal level, to look into the problems of financing higher education as 
well as maintaining and coordinating standards of education at the graduate and 
post graduate levels. The UGC thus came into being as a statutory body in 1953. 
Subsequent growth and development of higher education, whether in the entire 
country or in a particular state like Uttar Pradesh, can only be examined in the 
above backgroimd. 
37 
Types of Institutions in Higher Education 
According to the Indian Constitution, only universities established by an 
Act of Parliament or an Act of State Legislature, and institutions deemed by an 
act of Parliament to have university status or national importance can award 
higher education degrees. The institutions of higher education thus fall into the 
following broad categories:' 
i) Universities established by an Act of Parliament or State Legislature and 
are of unitary or affiliating type, 
ii) Institutions of national importance, which have been declared as such by 
the Government of India by an Act of Parliament, such as the Indian 
Institutes of Technology, which are empowered to award degrees, 
iii) Institutions deemed to be universities, which are given university status by 
the U.G.C. Some of these offer advanced courses in a particular field of 
specialization, such as the Indian School of Mines, the Forest Research 
Institute, the Indian Veterinary Research Institute etc., while others award 
general degrees, 
iv) Institutions, which award only diplomas and are not established by 
legislation or are deemed to be imiversities, such as the Indian Institutes of 
Management. 
The System of Higher Education in India 
The system of higher education is very large in India. As mentioned above 
higher education is provided by several types of institutions in the country. These 
are given in Table 3.1. The types of universities include central vmiversities, open 
' The International Encyclopedia of Higher Education, Vol.5, Jossey-Bass Publishers, San 
Francisco, 1977, pp.2132-2141 
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universities, women universities and those run by State governments. There are 
no universities exclusively for men. There are nearly a thousand degree colleges 
in the country, which enroll only women students. The rest of the institutions 
provide co-education. Women imiversities and women colleges, apart from 
providing general courses, also offer additional courses, which are of special 
interest to women. 
Table 3.1 
The System of Higher Education in India (1996-97) 
Item number 
1. Universities 178 
2. Institutions Deemed to be Universities 39 
3. Institution of National Importance 11 
4. TOTAL (1 to 3) 228 
5. Research Institution 65 
6. Colleges for Professional Education* 1770 
Source: Selected Education Statistics 1996-97, Ministry of HRD, New Delhi. 
*Note: The professional colleges include medical colleges, engineering 
colleges and teacher training colleges. 
Apart from degree awarding university level institutions, there are about 
8,500 colleges that provide mostly bachelor, or some times master's level 
education. Most of the colleges are Arts, Science, Commerce colleges offering 
education in humanities and social sciences, science and commerce. Of the 1700 
professional colleges in the country, there are more than 400 engineering and 
technical colleges, 655 medical colleges and nearly 700 teacher education / 
training colleges. While many universities provide general as well as professional 
education, there are some universities which exclusively provide professional 
education and some are exclusively general. 
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The higher education system in the country is largely financed by 
government. There are no private universities so far. Most of the privately 
managed degree colleges are financially supported by the State. There are also 
self-financing private colleges which do not receive any State grant. They are still 
in small number and their establishment is a recent phenomenon. 
Higher education is coordinated by several agencies. While general 
universities and general education colleges come under the purview of the 
U.G.C., technical and professional institutions of higher education are coordinated 
by several national level agencies. Some of these are the All India Council for 
Technical Education (AICTE) which is responsible for coordination of technical 
and management educational institutions. Medical Council of India and Indian 
Council of Medical Research (ICMR), Bar Council of India, Indian Council of 
Agricultural Research (ICAR), etc. Association of Indian Universities (AIU) can 
also be added in the above list (which was previously known as Inter-imiversity 
Board of India), but AIU has got no executive power. It is at best an advisory 
agency and the nodal university institution for dissemination of information. 
Growth of Higher Education in India 
The growth of higher education in India has been phenomenal in recent 
decades. Taking an aggregate picture, fi:om 1951 to 1997, there has been nearly 
eight-fold increase in the number of universities in the country and more than 12-
fold increase in the number of degree colleges in India. As compared to this, the 
number of primary schools went up by less than three-folds in 1997 over 1951. 
These data are given in Table 3.2. In relative terms the growth of senior basic 
schools has been 13-fold and that of higher secondary schools has been even more 
than that. By 1996-97, there were 228 universities as compared to 30 in 1950-51 
and 9278 colleges (of which 6759 were degree colleges for general education) as 
against 750 in 1950-51. 
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Table 3.2 
Growth of Higher Education in India Relative to Other Levels of 
Education (Institutions) 
(Number) 
Year 
1951 
1961 
1971 
1981 
1991 
1997 
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100 
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Source: 
1. INDIA, Publication Division, Government of India, New Delhi. 
2. Manpower Profile: India Year Book 1998, lAMR, New Delhi. 
3. U.G.C. Annual Report 1995-96. 
4. Selected Educational Statistics, Ministry of HRD, Government of India, New Delhi. 
* It includes 6759 colleges of general education and the remaining professional colleges. 
The growth of enrobnent in higher education has been the highest during 
the period 1951 to 1997 as compared to that of any level of education. It 
registered almost 18-fold increase during the said period, which is much higher 
from the growth of enrolment at other levels. Enrolment data are given in Table 
33, which reveals that enrolment at the primary level recorded the slowest 
growth. It has been less than six-folds. 
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Thus it can be said that despite higher dropout after class V, the faster rate 
of growth in enrolment in higher level of education is noteworthy. It is also 
remarkably high because of low base in 1950-51. In any case, the growth of 
enrolment in higher education in India has been nothing less than phenomenal. It 
has been particularly rapid after 1981. 
Table 3.3 
Growth of Higher Education in India 
Relative to Other Levels of Education (Students) 
Year 
1951 
1961 
1971 
1981 
1991 
1997 
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458 
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Source: Same as in Table 3.2 
Note: 
> Figures for 1950-51 are given for 1951 in the above Table and so on. 
> Figures of enrolment as in case of number of institutions vary in different 
sources. 
> We q^lied our judgement to retain figures, which appeared to be most 
ai^ rofMiate. 
Higher Education Compared to Other Levels of Education in Uttar Pradesh 
Coming to the scenario of higher education in Uttar Pradesh relative to 
other levels of education, we find that the growth of degree colleges (number) has 
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been the highest as compared to the growth in educational institution at any level 
of education. These data are given in Table 3.4, which also reveals that despite 
one of the lowest rates of literacy among the States of India, in Uttar Pradesh the 
quantitative growth in the number of degree colleges has been more than twelve-
fold during 1951 to 1997, the number of primary (Junior Basic) schools could 
grow by less then three-fold. Senior basic (middle) schools (from class VI to VIII 
meant for students in the age group of 11-14 years) and higher secondary schools 
(for classes IX to XII) registered almost a 7-fold increase each over the said 
period. The number of universities grew by more than four-fold, increasing from 
6 in 1951 to 26 in 1997. 
Table 3.4 
Growth of Higher Education in Uttar Pradesh 
Relative to Other Levels of Education (Institutions) 
(Number) 
Year 
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1971 
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Source: Shiksha Id Pragati: 1994-95 and 1996-97 Directorate of Education, Government 
of Uttar Pradesh. 
Note: It is to be noted that figures of Institutions and enrolment of students at various 
levels as given for 1994-95 are repeated for 1996-97 as well. 1951 refers to 1950-51 and 
soon. 
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The growth of enrolment in higher education in Uttar Pradesh has been 
more spectacular at the degree collegiate level as compared to any level of 
education in the State. During 1951 to 1997, enrolment in degree colleges in Uttar 
Pradesh increased by 22-fold, as against a little over 12-fold increase at higher 
secondary level, and less than 12-fold at senior basic (middle) school level. The 
enrolment in universities went up by more then 9-fold, whereas enrolment in 
primary education (Junior Basic Schools) grew only by a little more than 6-fold 
over the period under review. The enrolment data and index of growth are given 
in Table 3.5.The degree collegiate enrolment grew very rapidly, particularly after 
1981. 
Table 3.5 
Growth of Higher Education in Uttar Pradesh 
Relative to other levels of Education (Students) 
(Number) 
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Source: Siksha Ki Pragati: Directmvte of Education, Uttar Pradesh, Allahabad, various Issues. 
Note: Glaring mistakes are found in the data given in different issues oiShiksha Ki Pragati: These had 
to be checked and reconciled. The data for the year 1950-51 is reported for 1951, and so on in die above 
Table. Same figures of enrohnents are available for 1994-95 and 1996-97. 
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Growth and Development of Higher Education in Uttar Pradesh 
There are at present more universities in the state of Uttar Pradesh than 
there were in India at the time of Independence. In fact U.P has the distinction of 
having the largest number of universities among the states in India. 
The higher education system in Uttar Pradesh consists of 26 Universities 
(of which 3 are Central Universities) and more than 486 degree colleges. The 
Universities are of various - kinds teaching (e.g., Aligarh Muslim University) or 
affiliating (e.g., Kanpur), or teaching cum affiliating (e.g., Lucknow), specialized 
universities with a single faculty, agricultural or medical or technological 
universities (e.g., Roorkee), Open University, etc. Most of the universities have 
colleges attached to them, either as constituent or university colleges, or affiliated 
colleges or both. University colleges are under the direct control and management 
of tlie imiversity, while affiliated colleges have their own governing body. For 
affiliation they have to fulfil certain prescribed conditions regarding the 
constitution of their governing body, conditions of appointment of teaching staff, 
library and other facilities, etc. They can offer to their students only those courses 
of study permitted by the university, and examinations are conducted by the 
university and are held simultaneously. 
There has been a spectacular growth in the higher education sector in the 
post-independence period in terms of the three indicators, viz., (1) number of 
educational institutions (universities and colleges), (ii) number of students, and 
(iii) number of teachers. This trend is discernible both at the national level as well 
as in Uttar Pradesh, While the number of universities in India increased from 19 
in 1947-48 lo 228 in 1996-97, in Uttar Pradesh the corresponding increase was 
from 5 to 26. The number of degree colleges in India increased from 542 to more 
than 9000 while in Uttar Pradesh the increase was from just 16 to more than 400 
during the same period. Enrolment of students at the national level was 3.6 lakhs 
in 1950-51 and 50 lakhs in 1993-94. In Uttar Pradesh enrolment increased from a 
mere 28,763 (1945-46) to 6,56,713 in '93-94' (UGC). Thus in the four decades 
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since independence there has been an eight-fold increase in the number of 
universities, colleges have registered more than fifteen-times increase while there 
has been a fourteen times increase in student enrolment. In Uttar Pradesh the 
increase is five-times for Universities, colleges have registered a twenty five-time 
increase and student enrolment has gone up by more than twenty two-times. Thus 
the relative growth in Uttar Pradesh in terms of number of colleges and student 
erurolment is higher than at the national level while in terms of number of 
universities growth is lower. These facts are shown in Table 3.6. 
Table 3.6 
Growth of Higher Education in India vis-a-vis Uttar 
Pradesh 
Item 
Universities (No.s) 
Colleges (No.s) 
Enrolment (in'000s) 
Teachers (No.s) 
1947-48 
India 
19 
542 
360 
94,676 
(1965-66) 
Uttar 
Pradesh 
5 
16 
29 
1343 
(1945-46) 
1993-94 
India 
159 
8200 
5000 
290,000 
(approx.) 
Uttar 
Pradesh 
24 
408 
656 
21,468 
(1988-89 
Source: l.UGCAmualReport: 1993-94'* 
2. Proposal of Eighth Plan (1992-97) Directorate of Higher Education, Uttar 
Pradesh, Allahabad. 
There has been an attempt to democratize education and make it more 
responsive to the needs of the country. Professional higher education, 
engineering, agriculture and medicine have received particular attention. 
Educational opportunities for women and for members of scheduled castes and 
tribes and lately adult education as well as female education has drawn the 
attention of planners with special programmes being implemented for the same. 
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Universities 
The development of University education in Uttar Pradesh can be traced 
back to 1887 with the establishment of Allahabad University - the first university 
to be established in north India and the fourth in the country. Then for the next 
three decades no university was established in Uttar Pradesh. Subsequently in 
1916 Banaras Hindu University was set up, closely followed by Lucknow and 
Aligarh Muslim University in 1921 and Agra in 1927. Thus, on the eve of 
Independence there were 5 imiversities in Uttar Pradesh (out of a total of 20 in the 
whole of India) and 16 degree colleges. Uttar Pradesh was fortunate enough to 
have 5 universities prior to Independence when compared to the rest of India. In 
advanced states like Maharashtra and Tamil Nadu there were only 2 each while in 
culturally rich West Bengal there was only one. 
Up to 1950 there were only 6 Universities in Uttar Pradesh (the 
engineering university at Roorkee was established in 1949). Subsequently growth 
was faster and in the next four decades 14 universities were established. The 
decade 1970-80 saw a phenomenal growth with 8 universities being added during 
this period. 
Of the total number of 26 universities, 3 are Central Universities (Aligarh 
Muslim University, Banaras Hindu University, and Ambedkar University at 
Lucknow having been established in 1989-90), one engineering university (at 
Roorkee), 3 agricultural universities, 14 State imiversities and 5 deemed 
universities. The first open university in Uttar Pradesh, viz., Rajarishi Tandon 
Open University has been established at Allahabad. The number of universities in 
Uttar Pradesh goes up to twenty seven. Thus Uttar Pradesh has the distinction of 
having the highest number of universities in the country. Out of the 18 State 
universities, 14 are looked after by the Higher Education Department for 
administrative and financial support. Engineering University at Roorkee is with 
the Technical Education Department. The remaining 3 are agricultural universities 
of Pantnagar, Kanpur and Faizabad, which are with the Agriculture Department. 
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Higher education in professional courses is also imparted by a number of 
institutions. Eight imiversities and 31 colleges impart higher professional 
education in law, 4 universities and 24 colleges in agriculture and 10 universities 
and 98 colleges in education (B.Ed./M.Ed.). 
A few years before, out of the 435 degree colleges, 187 were postgraduate 
colleges whereas 221 were under graduate colleges. 54 of the colleges were State 
government colleges, rest were private. Of the total nimiber of colleges 85 were 
meant exclusively for girls. The Table 3.7 shows the growth of higher education 
in the State. 
Table 3.7 
Growth of Higher Education in Uttar Pradesh 
Universities and Degree Colleges 
Year 
1946-47 
1950-51 
1960-61 
1970-71 
1980-81 
1985-86 
1988-89 
1989-90 
1994-95 
1996-97 
No. of 
Universities 
Inclu. Deemed 
5 
6 
9 
13 
20 
22 
23 
24 
25 
26* 
No. of Degree 
Colleges 
16 
40 
128 
247 
361 
403 
407 
408 
435 
486 
Source: (1) UGC Annual Report: 1993-94, (2) Proposal of VIII Plan 
(1992-97), Directorate of Higher Education, U.P. 
* The number of universities went up to 27 during 1998-99 with the 
establishment of Rajarishi Tandon Open University at Allahabad. 
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The decadal growth of universities in Uttar Pradesh is given in Table 3.8. 
which shows that there has been more than four-fold increase in the number of 
universities in the four decades between 1951-1991. This is surely a rapid 
increase in view of the plan policy in India as well as in the state of Uttar Pradesh, 
adopted since the Fourth Five Year Plan 1974-79 (later reduced to four years 
1974-78), which aimed at "improvement and consolidation of the existing 
facilities and not to take up expansions except when the needs were really 
pressing'' (emphasis added). All the xmiversities in Uttar Pradesh are open for 
admission to both boys and girls. There are no women universities in Uttar 
Pradesh, though in the country four such universities have been established. 
Though in the Table 3.8 all universities have been shown as for boys, actually all 
these provide co-education. The Directorate of Higher Education in Uttar Pradesh 
shows all universities as boys' institutions and none for girls. 
Table 3.8 
Growth of Universities in Uttar Pradesh 
Year Boys Girls Total Index 
1950-51 
1960-61 
1970-71 
1980-81 
1990-91 
6 
9 
13 
20 
25 
6 
9 
13 
20 
25 
100 
150 
217 
333 
417 
1994-95 26 ~ 26 433 
Source: Directorate of Education Uttar Pradesh: Shiksha Ki Pragati 1994-95. 
Note: List of Universities is enclosed at die end of diis Chq>ter. It is noteworthy 
that Uttar Pradesh Government has classified all universities as the institutions of 
"boys" though co-education is prevalent in all these. Obviously diere are no 
women's Universities in Uttar Pradesh. With the establishment of Rajarishi 
Tandon Open University at Allahabad, in 1998-99, the number of Universities in 
Uttar Pradesh has gone up to 27. 
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Degree Colleges 
The decadal growth of degree colleges in Uttar Pradesh is given in Table 
3.9 while shows that the number of degree colleges wen up from 40 to 419 in the 
four decades between 1951 to 1991, thus registering more than 10-fold increase in 
a 40-year period. By 1994-95, the number of degree colleges in Uttar Pradesh 
increased to 486. Interestingly the Aimual Publication of the Directorate of Higher 
Education in Uttar Pradesh - Shiksha ki Pragati - 1996-97 shows the same figures 
(486) also for the year 1996-97. 
There are more than hundred degree colleges meant exclusively for girls. 
The increase in the niraiber of girls' degree colleges has been phenomenal, almost 
15-fold increase in the four decades between 1951 and 1991. The number of 
women degree colleges in Uttar Pradesh stood at 103 in 1994-95. 
Table 3.9 
Growth of Degree Colleges in Uttar Pradesh 
Year 
1950-51 
1960-61 
1970-71 
1980-81 
1990-91 
1994-95 
Boys 
34 
(85) 
108 
(84) 
194 
(79) 
283 
(78) 
330 
(79) 
383 
(78) 
Index of 
Growth 
100 
318 
571 
832 
971 
1126 
Girls 
6 
(15) 
20 
(16) 
53 
(21) 
78 
(22) 
89 
(21) 
103 
(21) 
Index of 
growth 
100 
333 
883 
1300 
1483 
1717 
Total 
40 
(100) 
128 
(100) 
247 
(100) 
361 
(100) 
419 
(100) 
486 
(100) 
Index 
100 
320 
618 
903 
1048 
1215 
Source: Directorate of Educati<Mi, Uttar Pradesh: Shiksha Ki Pragati, 1994-95. 
Note: The ratio of degree colleges for women has gone up appreciably fnnn 15 percent in 
1950-51 to 21 percent in 1994-95.Figures in brackets show the percentage. 
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Student Enrolment 
Another growth parameter of higher education is the increase in student 
enrolment. As we find at the national level, a phenomenal growth in student 
enrolment has taken place in Uttar Pradesh too. At the national level, since 
Independence up to 1993-94, there has been a six-fold increase in the number of 
universities; colleges have registered a ten-fold increase while in student 
enrolment the increase is twenty-fold. The compound rate of growth of enrolment 
works out to 4.2% per annum. Data for the last 50 years has been considered 
regarding enrohnent as it would give a better sense of trend. The growth in 
eiu-olment in Uttar Pradesh since 1945 is shown in the Table 3.10 
Table 3.10 
Enrolment in Higher Education in Uttar Pradesh 
1945-46 to 1993-1994 
Year 
1945-46 
1955-56 
1960-61 
1965-66 
1973-74 
1978-79 
1984-85 
1987-88 
1988-89 
1993-94 
Universities 
10,335 
27,418 
33,818 
45,836 
65,497 
1,07,875 
1,18,160 
1,35,807 
1,38,518 
1,38,982 
Colleges 
18,428 
50,599 
67,702 
94,558 
2,33,469 
3,04,445 
3,85,434 
4,30,684 
4,30,619 
5,17,731 
Total 
28,763 
78,017 
1,01,520 
1,40,394 
2,98,966 
4,12,320 
5,03,594 
5,66,491 
5,69,137 
6,56,713 
Source: Proposal of Eighth Plan (1992-97), Direct(Mate of Higher Education, U.P. 
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At the state level there are wide deviations in student enrolment from the 
national average with Tamil Nadu showing the highest growth rate of 8.1%, 
Orissa registering the lowest rate of 3.0%. Uttar Pradesh is among the thirteen 
states having lower than the national average rate of enrolment growth, at 3.6%. 
The all India student enrolment in 1993-94 was 5 million. Highest enrolment was 
in Maharashtra at 0.69 million followed by Uttar Pradesh at 0.65 million (U.G.C. 
1993-94). Table 3.10 shows that as at the national level, enrolment of students 
has increased by more than twenty-fold (almost 23 times increase). Enrolment of 
women, which on the eve of Independence was just 2190 increased to 1,34,466 -
an increase by more than 61-times - a phenomenal increase indeed. 
The growth of students in universities in Uttar Pradesh is shown in Table 
3.11, which reveals that there has been more than 9-fold increase in the enrolment 
in Universities between 1951-1995. 
Table 3.11 
Enrolment of Students in Universities in Uttar Pradesh 
(number) 
Year 
1950-51 
1960-61 
1970-71 
1980-81 
1990-91 
1994-95 
Boys 
19105 
(92) 
29785 
(88) 
51799 
(81) 
84221 
(81) 
126684 
(75) 
138982 
(73) 
Index of 
Growth 
100 
156 
271 
493 
663 
727 
Girls 
1671 
(8) 
4033 
(12) 
11906 
(19) 
20091 
(19) 
42516 
(25) 
51622 
(27) 
Index of 
growth 
100 
249 
736 
1242 
2629 
3192 
Total 
20776 
(100) 
33818 
(100) 
63705 
(100) 
104312 
(100) 
169200 
(100) 
190604 
(100) 
Index 
100 
163 
307 
502 
814 
917 
Source: Directorate of Education, Uttar Pradesh : Shiksha Ki Pragati 1994-95. Note: Figures 
in brackets show the percentage shares of enrohnent of boys and girls in universities. 
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In the four decades of 1951 to 1991 this growth has been of eight-fold 
magnitude. While the enrolment of boys in universities increased by more than 
seven-fold between 1951-95, that of girls jumped up by nearly 32-fold over the 
same period. This in turn increased the ratio of girls in total university enrolment 
to 27 percent in 1994-95, up from 8 percent in 1950-51. Conversely, the ratio of 
boys' enrolment in universities came down from 92 percent to 73 percent, over the 
same period. The decline in the relative share of boys' enrolment, and by the same 
token the increase in that of girls' has been consistent over the decades under 
review. 
The decadal enrolment in degree colleges in Uttar Pradesh is shown in 
Table 3.12. It shows that degree colleges recorded almost 22-fold increase in 
enrolment from 1951 to 1995. This increase has been of the order of 16-fold in 
case of boys and a whopping 87-fold in case of girls. 
Table 3.12 
Enrolment of Students in Degree Colleges in Uttar Pradesh 
(Number) 
Year 
1950-51 
1960-61 
1970-71 
1980-81 
1990-91 
1994-95 
Boys 
27294 
(92) 
48959 
(72) 
146242 
(79) 
275948 
(80) 
403723 
(72) 
434939 
(66) 
Index of 
Growth 
100 
179 
536 
1011 
1479 
1593 
Girls 
2504 
(8) 
18743 
(28) 
39133 
(21) 
69221 
(20) 
155904 
(28) 
218846 
(34) 
Index of 
growth 
100 
349 
1563 
2764 
6226 
8740 
Total 
29798 
(100) 
67702 
(100) 
185375 
(100) 
345169 
(100) 
559627 
(100) 
653785 
(100) 
Index 
100 
227 
622 
1158 
1878 
2194 
Source: Directorate of Education, Uttar Pradesh : Shiksha Ki Pragati 1994-95. 
Note: Figures in brackets show the percentage share of boys & girls. The ratio of girls in total 
number of degree college students went up from 8.4 percent in 1950-51 to 33.5 percent in 
1994-95 as 21 % of all degree colleges are women's colleges in Uttar Pradesh (Table 3.9). 
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Higher education enrolment is largely concentrated in degree colleges. Of 
the 8.44 lakhs enrolment in higher education in 1994-95, 77.4 percent were in 
degree colleges and the remaining in universities. In 1950-51, of all the higher 
education enrolments, only 60 percent were in degree colleges. The ratio of girls 
in the total number of degree collegiate students in Uttar Pradesh has gone up 
from 8 percent in 1950-51 to 34 percent in 1994-95, and by the same token the 
ratio of boys has declined form 92 percent to 66 percent over the same period. In 
contrast to the situation obtained in case of universities, these trends have not 
been consistent over time, (vide ratios in brackets given in Table 3.12). 
Growth in the Number of Teachers 
The increase in student eru-olment both in universities and colleges has 
rightly been accompanied by increase in number of teachers in institutions of 
higher education. While on the eve of Independence, in 1945-46, there were little 
more than 1000, to be precise, 1343 teachers in universities and colleges in Uttar 
Pradesh, the number of teachers in .1988-89 increased to 21,468, an increase of 
16-times. The nimiber of women teachers increased from 93 to 3,866, an increase 
by more than 41-times during the same period. The question that now assumes 
relevance is whether the increase in number of teachers has kept pace with 
increase in student enrolment. The teacher student ratio is an important parameter 
in judging adequacy (which, to an extent, determines the quality) of facilities 
available to the students. Table 3.13 shows the teacher student ratio in 
universities and colleges in Uttar Pradesh over the last four decades. Examining 
the teacher student ratio, we find that the present position with respect to 
universities is better as compared to that of colleges, though" with the passage of 
time the ratio in the universities has also worsened (from 1:12 to 1:23), indicating 
that increase in teaching staff has not kept pace with increase in student 
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enrolment. In the case of colleges the ratio initially improved from 1:41 in 1945-
46 to 1:17 in 1965-66. Subsequently it deteriorated and was 1:44 in 1^94-95. 
Table 3.13 
Teacher Student Ratio in Uttar Pradesh 
1945-46 
1955-56 
1960-61 
1965-66 
1973-74 
1978-79 
1984-85 
1987-88 
1990-91 
1994-95 
Universities 
1:12 
1:19 
1:15 
1:15 
1:14 
1:21 
1:17 
1:18 
1:21 
1:23 
Colleges 
1:41 
1:22 
1:20 
1:17 
1:24 
1:26 
1:29 
1:32 
1:29 
1:44 
Source: Calculated on basis of figures given in other Tables in 
this chapter. 
The growth in the number of teachers in imiversities in Uttar 
Pradesh has been of the order of more than 6-fold in the four decades between 
1951 and 1991, vide Table 3.14. While the number of male teachers increased by 
less than 6-fold that of females jumped up by more then 18-fold between 1951-95. 
Consequently, the ratio of women teachers in universities in Uttar Pradesh has 
gone up from less then 6 percent in 1950-51 to about 16 percent n 1994-95. The 
ratios of male-female teachers for relevant years are given in brackets in the same 
table. The increase in the number of women teachers has been most spectacular 
during the decade of 1970, when this number in ten yeare almost exactly doubled. 
This is because increasingly more women's colleges were established in the State 
for the education of girls. 
Table 3.14 
Growth of Teachers in Universities 
in Uttar Pradesh 
Year 
1950-51 
1960-61 
1970-71 
1980-81 
1990-91 
1994-95 
>ource: S: Din 
Men 
1201 
(94) 
2089 
(93) 
3708 
(90) 
5784 
(87) 
6789 
(84) 
6833 
(84) 
xtorate of 
Index of 
Growth 
100 
174 
309 
432 
565 
569 
higher Educa 
Women 
71 
(6) 
159 
(7) 
390 
(10) 
796 
(13) 
1261 
(16) 
1299 
(16) 
tion in U.P. v 
Index of 
growth 
100 
224 
549 
1121 
1776 
1830 
anous issues. 
Total 
1272 
(100) 
2248 
(100) 
4098 
(100) 
5980 
(100) 
8050 
(100) 
8132 
(100) 
Index 
100 
177 
322 
470 
632 
639 
Note: (Figures in brackets show tiie percentage shares.) 
The growth of teachers in degree colleges has been double the rate of 
growth of university teachers in the State. From 1950-51 to 1994-95 the growth in 
the number of degree college teachers has been of the order of twelve-fold (Table 
3.15). While the quantitative growth of male teachers has been about ten-fold, that 
of female teachers was of the magnitude of nearly 45-fold during the said period. 
It was mainly so because of very narrow base in 1950-51. 
There has been relative increase in the number of female teachers as 
compared to males. The ratio of women teachers in degree colleges has gone up 
from less than 6 percent in 1950-51 to 22 percent in 1994-95. This is also 
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explained by the fact that the number of women's degree colleges in total has 
gone up. Presently 21 percent of degree colleges are meant exclusively for girls. 
Table 3.15 
Growth of Teachers in Degree Colleges in Uttar Pradesh 
Year 
' 1950-51 
1960-61 
1970-71 
1980-81 
1990-91 
1994-95 
Men 
1175 
(94) 
3113 
(90) 
6820 
(83) 
10123 
(82) 
11515 
(79) 
11700 
(78) 
Index of 
Growth 
100 
265 
580 
862 
980 
996 
Women 
74 
(6) 
331 
(10) 
1446 
(17) 
2264 
(18) 
3011 
(21) 
3310 
(22) 
Index of 
growth 
100 
447 
1954 
3059 
4069 
4473 
Total 
1249 
(100) 
3444 
(100) 
8266 
(100) 
12387 
(100) 
14526 
(100) 
15010 
(100) 
Index 
100 
276 
662 
992 
1163 
1201 
Source: Directorate of Education, Uttar Pradesh: Shiksha Ki Pragati, 1994-95. 
Note: Figures in brackets show the percentage shares of men and women teachers. 
Higher Education and the Plans 
From the First to the Fourth Five Year Plan, expansion in higher education 
was emphasized by the government of Uttar Pradesh, and subsequently 
consolidation and qualitative improvement was stressed upon. The First Five-
Year Plan, allocating only 3% of educational expenditure to higher education 
gave little importance to its growth. A much higher educational outlay went to 
higher education during the Second Plan, v^th a considerable expansion in 
number of degree colleges and increase in the number of tmiversities. In the Third 
Plan proposals for three-year degree course were made but could not materialize. 
There was an increase in the number of universities and colleges to meet the 
57 
requirements of different regions in the State. During the Annual Plans lack of 
funds coupled with other priorities, the objective was to maintain existing levels. 
The Fourth and Fifth Plans emphasized consolidation and strengthening of 
institutions. However, this decade also witnessed the setting up of a number of 
new universities in the State. 
The Fifth Plan was originally formulated for the period 1974-79 but it was 
during this period that the regime of the Congress party at the Centre was broken. 
The year 1977 was a watershed in the political and economic history of India, 
with Janata party government coming to power at the Centre. The Fifth Five Year 
Plan was prematurely abandoned in 1978 and a new Five Year Plan popularly 
known as the 'Rolling Plan* and entitled "Five Year Plan-1978-83" was launched 
in 1978. This Plan emphasized on employment generation as its top priority and 
accordingly professional education was emphasized at all levels of education. But 
very soon in early 1980 the Congress party, under the leadership of Mrs. Indira 
Gandhi, was voted back to power. The old system of long-term perspective plan 
was reviewed and the idea of the rolling plan was dropped by the government. 
The full-fledged Sixth Five Year Plan for the period 1980-85 was launched in 
1980. Thus the inter-plan gap is of two years-1978-79 and 1979-80. However, in 
several central and state government accounting practices this gap is shown only 
for one year, i.e., 1979-80 incorporating 1978-79 in the Fifth Plan itself as it was 
originally envisaged. 
Higher education in Uttar Pradesh has recorded remarkable progress in 
various directions. It has provided the required dynamism to the State's social, 
economic and cultural development. The development of higher education has 
particularly been significant during the decade of 1980s. At the end of the Sixth 
Plan (1984-85) there were 21 universities in the State including the two central 
imiversities and the two institutions deemed to be universities. During 1989-90 
the number of imiversities in the State went up to 24. At the beginning of the 
58 
Eighth Plan (1991-92) the number of Universities in Uttar Pradesh including 
central and deemed universities went up to 26. 
The student-teacher ratio became adverse with time. At the end of the 
Seventh Plan there were about 8000 teachers in universities engaged in imparting 
higher education in Uttar Pradesh. In the beginning of the Eighth Plan, the 
number of teachers increased marginally to 8050. During the same period the 
number of students increased from 1.58 lakhs to 1.79 lakhs. In other words during 
1990-92 the number of teachers increased by 0.6% only and that of students by 
13.3%. Due to this abrupt increase in number of students within a period of two 
years, and the number teachers not increasing commensurately, the student-
teacher ratio in Uttar Pradesh deteriorated from 1:20 in 1989-90 to 1:22 in 1991-
92. 
As noted earlier, the system of higher education in Uttar Pradesh also 
comprises of a large number of degree and postgraduate colleges. The mushroom 
growth of degree colleges is particularly noteworthy since the Fourth Plan. 
However, by the end of the Seventh Plan there were 414 degree colleges in the 
State, including 54 government colleges and 360 non-goverrmient colleges. 
During the period 1991-92, with the establishment of one additional government 
degree college and 16 non-government colleges, the nimiber of degree colleges 
went up to 431, recording an annual growth rate of 4.1%. Out of these 431 
institutions, only 93 (21.6%) were girls' degree colleges in spite of the marked 
emphasis on the promotion of higher education of girls in the state of Uttar 
Pradesh. 
The number of teachers in all degree colleges in Uttar Pradesh in 1989-90 
was 14,345, which, increasing at 2.1% p.a., went up to 14,653 in 1991-92. 
Similarly, the number of students in these degree colleges in 1989-90 was 5.05 
lakhs which recorded an increase of 27.4%, to rise to the level of 6.42 lakhs in 
1991-92. 
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This rapid increase in the number of students in degree colleges in the 
inter-plan period (bet\veen Seventh and Eighth Plans) resulted in serious 
deterioration of teacher student ratio, which worsened from 1:35 to 1:44 over the 
same period. 
In view of the very fast increase in the number of students in degree 
colleges, the government of Uttar Pradesh felt the necessity of increasing the 
strength of teachers in these institutions. This is one of the reasons that the Eighth 
Plan document gave emphasis to prompt recruitment of teachers through Higher 
Education Service Commission of Uttar Pradesh with its headquarters at 
Allahabad. 
A glance over the chapter on education in the plan documents of Uttar 
Pradesh reveals that the quality of higher education and its consolidation came to 
be emphasized explicitly, as noted earlier, since the Fourth Plan. In 1991-1992, 
the government of Uttar Pradesh decided to appoint an advisory committee on 
higher education to suggest measures for development and consolidation of higher 
education in Uttar Pradesh. 
In order to promote higher education in hilly, backward and unserved 
areas the government of Uttar Pradesh has established 68 government degree and 
post graduate colleges in the State, of which 27 are in the hilly region of 
Uttarakhand, 7 in Bundelkhand, 13 in backward districts of eastern Uttar Pradesh 
and 21 in other remaining plain region of the State. 
For organized development of higher education, the government of Uttar 
Pradesh decided, in 1979-80, to establish regional offices of the Higher Education 
Directorate. By 1994-95 these were established at Gorakhpur, Lucknow. Kanpur 
and Meerut. 
In order to facilitate central funding to the universities and colleges in 
Uttar Pradesh, the U.G.C. has established its regional office at NOIDA in 
Ghaziabad. This has facilitated the sanction and release of grants to the State of 
Uttar Pradesh. 
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Like other states of India, the government of Uttar Pradesh is also 
emphasizing on establishing autonomous colleges or granting the status of 
autonomous colleges to existing selected colleges of Uttar Pradesh. A beginning 
has been made in this direction by making Udai Pratap P.G. College of Varanasi 
and Ewing Christian College of Allahabad as autonomous institutions. 
Greater emphasis is being given to professional higher education in Uttar 
Pradesh. Existing courses are being revised and professional and job-oriented 
courses are being introduced. By 1994-1995 professional courses had been 
introduced in as many as 9 imiversities and 7 degree / PG colleges. 
Under the scheme of Academic Staff Orientation there are 5 Academic 
Staff Colleges in Uttar Pradesh, which organize orientation programmes and 
refresher courses for teachers in university departments and colleges. In order to 
provide educational, administrative and financial management training, courses 
are also organized at the directorate level for principals, administrators and senior 
teachers. 
In the financial year 1994-1995, six non-government degree colleges were 
brought on grants-in-aid list. In order to promote talent and economic justice, 
several scholarship schemes are in operation for talented/SC/ST and backward 
class students. 
Thus we find that the growth of higher education is Uttar Pradesh has been 
of a massive order. In all respects the quantitative growth rate in higher education 
has been much higher as compared to other levels of education in the State. With 
the expansion in the number of institutions, students and teachers, the financial 
responsibility of the State government to finance higher education has gone up 
immensely. The issues of Plan policies and resource allocation are taken up in 
subsequent chapters. 
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Summary and Conclusions 
The need for developing education, and more so higher education was 
realised by the national government when it came to power after Independence. In 
1953 the University Grants Commission was set up to look into the problems of 
financing higher education and co-ordinate and maintain its standard. The growth 
in higher education at the national level or at the level of a State can be analysed 
in this background. 
A phenomenal growth in higher education has taken place since 1951 with 
the number of colleges going up from 750 to 9278 (including 6759 colleges of 
general education and the rest professional colleges). Enrolment in higher 
education increased much faster from 3.6 lakhs in 1951 to 64.3 lakhs in 1997, 
faster than at any other level. 
In the case of Uttar Pradesh we find the growth of degree colleges to be 
highest compared to any other level. Their number increased from 40 in 1951 to 
486 in 1997. While in 1950 only 15 percent of colleges were of girls, in 1994-95 
this had increased to 21 percent. Similarly, enrolment of students at degree 
collegiate level was highest compared to other levels in the State. From 29,798 in 
1957 enrolment increased to 6,53,785 in 1997, while at the university level the 
enrolment increased from 20,776 to 1,90,604. 
The State of Uttar Pradesh has the distinction of having the largest number 
of universities in India. Most of the universities have colleges attached to them, 
either constituent or afRliated. The development of university education can be 
traced back to 1887 with the establishment of Allahabad University. On the eve of 
Independence there were 5 universities in Uttar Pradesh (highest in any state in 
India) and 16 degree colleges. By 1997 number of universities had increased to 26 
(27 in 1999). Of these 3 are central universities, one engineering university, 3 
agricultural universities, 14 State universities, 5 deemed imiversities and 1 Open 
University. 
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The number of students in universities in Uttar Pradesh increased from 
20,776 in 1950-51 to 1,90,604 in 1994-95, the decade 1960-61 to 1970-71 
wimessing highest growth in enrolment. Enrolment of girls in universities 
increased from 8 percent of total enrolment in 1950-51 to 27 percent in 1994-95. 
In the case of degree colleges enrolment of boys had increased from 27,294 to 
4,34,939 while for girls the increase was from 2,504 only to 2,18,846, total 
enrolment increased to 6,53,785. Percentage enrolment of girls in degree colleges 
increased from only 8 percent of total erurolment in 1950-51 to 34 percent in 
1994-95, while that of boys fell from 92 to 66 percent. 
With increase in enrolment and number of institutions, number of 
teachers also registered an increase. While the number of male teachers increased 
by about 6-times from 1201 in 1950-51 to 6,833 in 1994-95, the number of female 
teachers increased by more than eighteen-times from only 71 to 1299 during the 
period. Thus the ratio of women teachers increased from only 6 percent in 1950-
51 to 16 percent in 1994-95. In the case of degree colleges growth in number of 
teachers during the same period was much higher. While male teachers increased 
by almost ten-times from 1,175 to 11,700, female teachers increased by 44-times. 
The percentage of female teachers increased from only 6 percent to 22 percent. 
Although the number of teachers has increased, the teacher student ratio 
has deteriorated. From 1:12 on the eve of Independence the ratio in universities 
deteriorated to 1:23 in 1994-95. For colleges the respective figures for the two 
years were 1:41 and 1:44. 
The government of Uttar Pradesh emphasized expansion in higher 
education during the first four Five Year Plans. Though emphasis in the Fourth 
and Fifth Plan shifted to consolidation and strengthening of institutions, a number 
of new institutions were set up during the period. 
The mushroom growth of degree colleges is particularly noteworthy since 
the Fourth Plan. By the end of the Seventh Plan there were 414 degree colleges, 
which by 1991-92 had increased to 431. The number of teachers in degree 
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colleges increased at 2.1 percent per annum during this period (1989-90 to 1991-
92) while enrolment of students rose by 27.4 percent. This deteriorated the teacher 
student ratio from 1:35 to 1:44. The Eighth Plan, among other things, emphasized 
on prompt recruitment of teachers. 
In 1991-92 the government appointed an advisory committee for 
development and consolidation of higher education. To promote higher education 
in hilly, backward and unserved areas, the govenunent has established 68 degree 
and post-graduate colleges in the State. Regional offices of the higher education 
directorate have been established at Gorakhpur, Lucknow, Meerut and Kanpur for 
better coordination and organized development. Like other states in Uttar Pradesh 
also govenunent is emphasizing on opening of autonomous colleges or granting 
autonomous status to existing colleges. Udai Pratap P.G. College of Varanasi and 
Ewing Christian College of Allahabad have been granted autonomous status. 
Academic Staff colleges have been setup to organize orientation programmes and 
refresher courses for teachers. 
The growth of higher education in all its aspects has entailed greater 
frnancial responsibility on the govenmient. Details of plan allocations on higher 
education are discussed in the next chapter. 
Continued. 
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APPENDIX 3.1 
LIST OF UNIVERSITIES IN UTTAR PRADESH 
Central Universities 
1. Aligarh Muslim University, Aligarh 
2. Banaras Hindu University, Varanasi 
3. B.R.A. University, Lucknow 
State Universities 
4. Mahatma Gandhi Kashi Vidya Peeth, Varanasi. 
5. Sampumanand Sanskrit University, Varanasi. 
6. Lucknow University, Lucknow. 
7. C.S.A. Agricultural University, Kanpur. 
8. Chhattrapati Shahuj Maharaj University, Kanpur. 
9. A.N.D. Agricultural University, Faizabad. 
10. Dr. R.M.L. Avadh University, Faizabad 
11. Veer Bahadur Singh Poorvanchal University, Jaunpur 
12. Allahabad University, Allahabad 
13. Bundelkhand University, Jhansi 
14. Mahatma Jyotibe Phule, Rohilkhand University, Bareilly 
15. Dr. BR Ambedkar University, Agra 
16. CCS. University, Meerut 
17. GB Pant Agricultural University, Pantnagar 
18. Kumaon University, Nainital 
19. H.N.B. Garhwal University, Garhwal 
20. Roorkee University, Roorkee 
21. D.D.U. Gorakhpur University, Gorakhpur 
Deemed Universities 
22. Forest Research Institute, Dehradim 
23. V.R.I., Izzatnagar, Bareilly 
24. Gurukul Kangri University, Hardwar 
25. Dayalbagh Educational Institute, Agra 
26. Central Institute of Higher Tibetan Studies (CIHTS), Varanasi 
27. Rajarishi Tandon Open University, Allahabad. 
Year of 
establishment 
1921 
1916 
1989 
1974 
1958 
1921 
1974 
1965 
1974 
1975 
1987 
1887 
1975 
1975 
1927 
1965 
1960 
1973 
1973 
1949 
1957 
1991 
1983 
1962 
1981 
1989 
1999 
* * * * * * * * i f * 
65 
Chapter IV 
Higher Education in 
Plan Priorities 
HIGHER EDUCATION IN PLAN PRIORITIES 
After the Independence of the country, the Five Year-Plans ushered in an 
era of systematic economic and social development in India. In the Plan priorities 
social services were assigned noteworthy priority and efforts were made for all 
round development of higher education. At the time of Independence there were 
just 19 universities and 500 colleges. With the avowed objective of providing 
equality of opportunity, the government was faced with the task of meeting the 
requirements of increasing numbers, many of whom were first generation 
learners, who viewed higher education as the only means to acquire vertical and 
social mobility. Hence an unprecedented expansion took place in higher 
education, with the number of universities increasing from 19 at the time of 
Independence to 228 and the number of colleges from 500 to 9278 in 1997. In 
almost all the Five Year Plans suggestions to restrict admissions were made. The 
University Education Commission 1949, as well as the Education Commission 
1964, also made strong recommendations in this regard. However, no concerted 
efforts were made to contain the growing numbers in higher education as is 
reflected in the data provided here. Lack of job oriented courses at lower levels, 
especially after high school and higher secondary, government insistence on 
possession of degree for a large number of jobs, as well as the desire of many of 
the first generation learners to move up on the social and economic scale are some 
of the factors responsible for this situation. 
Plan Priorities 
In the post-independence period, problems of higher educational 
reconstruction, expansion, quantitative improvement and financial implications 
thereof were reviewed by several enquiry commissions and committees, notably 
the Scientific Manpower Committee (1947) and the University Education 
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Commission (Radha Krishnan Commission) 1948-49. The recommendations of 
these Commissions and Committees together with the Constitutional provisions 
became the basis for priority determination in the first three Five Year Plans of 
the country and they also guided plan formulations for higher education at the 
State level in Uttar Pradesh. 
First Five Year Plan (1951-56) 
This Plan emphasized on primary and secondary education more than the 
higher sector of education. The reason was obvious that the State of Uttar Pradesh 
was very backward in terms of literacy in 1951. In the field of higher education, 
in order to meet the aspirations of eastern U.P., the University of Gorakhpur was 
established in 1956, the closing year of the First Plan. At the national level, the 
University Grants Commission (UGC) was established in 1954. 
Another area on which attention was drawn in the First Five Year Plan 
(also suggested by the University Education Commission), was the 
encouragement and implementation of non-formal education to prevent 
overcrowding and to tackle the problem of numbers, on the one hand, and, on the 
other, to provide opportunit>- to those who have to start some earning early in life, 
in order to be able to educate themselves further. Among the different non-formal 
forms of education are part time courses as well as distance education. By far the 
most popular and most effective form is the correspondence course, which has 
given rise to the Open University system. 
Second Five Year Plan (1956-61) 
Following the recommendations of the Committee on Higher Education 
for Rural Areas (1954) appointed by the Government of India and of the 
Committee to Examine the Problems of Instructions at the University Stage (also 
1954), the priorities for the expansion of higher education were determined in 
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U.P. Varanasi Sanskrit University was established in Varanasi in 1958 and the 
University of Agriculture and Technology was established in 1960 at Pantnagar. 
The Second Plan laid stress, inter alia, on improvements in standards of 
college and university education and extension of facilities for technical and 
vocational education. With the passing of the resolution on scientific policy under 
the leadership of Jawaharlal Nehru, the development of science, technology and 
scientific research received special emphasis in higher education in Uttar Pradesh 
as well. 
Third Five Year Plan (1961-66) 
This plan witnessed periods of national crisis. It emphasized on the 
requirement of trained manpower for the economy, which was considered to be a 
major determinant for the measure of advance which could be achieved in 
different directions. Because of the two wars of 1962 and 1965 the period of the 
Third Plan proved to be a crucial one from the viewpoint of maintaining a pre-
determined allocation of resources to the core sectors for building up a sound 
economic foundation of the State. It came to be contrasted with those in the sector 
of social services. Naturally the axe was to fall on education, not only in the 
remaining years of the Third Plan but also in the subsequent Five Year Plans as 
well of the country as also of the State of U.P., as has been detailed later in this 
chapter. However, the universities of Kanpur and Meerut were trifiircated out of 
the Agra University in 1965 so as to reduce its workload in central and western 
U.P. 
It was towards the end of the Third Plan that a need was felt to review the 
education system with a view to initiating a more rational effort at educational 
reconstruction. Consequently the Education Conunission (Kothari Commission) 
1964-66 was appointed to advise on "the national pattern of education and on the 
general principles for development of education at all stages and in all aspects". 
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Fourth Five Year Plan (1969-74) 
While recognizing the influx of student from secondary to higher education the 
Fourth Plan of U.P. asserted that the watch-word in the sphere of higher education 
could be "consolidation and strengthening of existing institutions rather than 
opening of new ones except where the needs were really pressing"^ (emphasis 
added). Accordingly it proposed to establish a new university for the hilly region 
of U.P. and laid stress on the improvement of science education. It decided that 
imiversities and degree colleges would be given suitable development grants to 
lift the matching grants from the UGC and to raise the standard of higher 
education and research. The Fourth Plan also emphasized on diversification of 
courses so as to meet the diverse needs of trained manpower of requisite standard. 
Fifth Five Year Plan (1974-79) 
It was prematurely terminated in 1978 and laid emphasis on (a) ensuring 
equality of opportunities as part of the overall plan of ensuring justice, (b) 
establishing closer links between the pattern of education on the one hand and the 
needs of development and employment market on the other, (c) improving the 
quality of education imparted, and (d) involving the academic community, 
including students in the task of social and economic development. 
Five Year Plan 1978-83 
It was launched by the Janta Party Government and abandoned in 1980 
when the Congress again came to power at the Centre. This Five Year Plan (based 
on the principle of Rolling Plan) declared a freeze on higher education. It 
observed that no universities needed to be set up, colleges were to be established 
with great restraint and only after ensuring adequate resources. It forcefiiUy 
' Government of Uttar Pradesh.: Fourth Five Year Plan, Planning Department, p.243, 1969. 
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argued higher allocation of resources to lower levels of education. The decision of 
the Government to discourage expansion of higher education was to be seen in the 
context of increasing educated unemployment with higher levels of education in 
the country and in the State of U.P. 
Sixth Five Year Plan (1980-85) 
It was launched by the Congress government when it regained power at 
the Centre. The same happened in Uttar Pradesh because Plans in U.P. follow the 
same pattern of release and overall policy formulation as at the Centre. The Sixth 
Plan took note of the 'undesirable' growth of the general higher education 
especially at the undergraduate level. The Plan assigned highest priority to 
elementary education and higher education in turn was deprived of its claims. 
The recognition of widespread educated unemployment which was noted 
by the Janta Government Plan (1978-83) continued to haunt the minds of the plan 
makers even during the Sixth Five Year Plan 1980-85. This was the main reason 
the priorities were concentrated on lower levels of education with a view to meet 
constitutional obligation in the field of providing education to children. 
With the setting up (during the Seventh Five Year Plan) of the Indira 
Gandhi National Open University (IGNOU) in New Delhi, respectability as well 
as credibility has been provided to the non-formal system of higher education. 
The National Policy on Education (NPE) 1986 was formulated a year after 
the beginning of the Seventh Five Year Plan, followed by a Programme of Action 
to implement it. Development of human resources was its primary aim. According 
to the Seventh Plan, human resource development should be assigned a key role 
in any development strategy, particularly in a country with a large population. The 
massive quantitative expansion in the country's education system was recognised, 
the result of which has been increase in the national stock of educated manpower 
from less than 4 million to 48 million. Expansion in scientific and technical 
education has significantly contributed to our achievements in areas like atomic 
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energy and satellite communication and provided manpower for our economic 
development. It has also helped, to some extent, in the correction of regional and 
other imbalances and in achieving progress towards equality of educational 
opportunity. In spite of these achievements we cannot be complacent. The 
education system is faced with a staggering backlog of 63% illiterates, a heavy 
pressure on the higher education system and a decline in the standards of quality. 
National Policy on Education, 1986, which visualizes education on a 
different plane, has envisaged a new role for higher education that is more 
meaningful in the context of societal development. The government has tried to 
"give a new direction to an age old process". According to the NPE areas that 
need attention range from autonomy of colleges and departments to better 
infrastructure, rationalized funding for research, integration of teaching, research 
and evaluation to make higher education "dynamic as never before"." 
Seventh Five Year Plan (1985-90) 
ITie Seventh Plan aimed at improving the capability of the abundant 
himian resources for the country's development with equity recognises that 
programmes for reducing poverty and reduction of social and economic 
inequalities should be integrated v*(ith educational development. Focus was on 
women, youth and economically weaker groups in all such efforts. 
The main emphasis in higher education was on consolidation, 
improvement in standards and reforms in the system to make higher education 
more relevant to national needs and to form linkages with employment and 
economic development. Expansion of general higher education was to be 
carefully planned to meet the needs of the weaker sections. To meet the demands 
of society for higher education, as well as .for continuing education, a network of 
facilities through the non-formal system was to be provided. 
"Government of India : National Policy on Education (NPE), New Delhi, 1986. 
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The Seventh Plan recognised the need of restructuring of undergraduate 
courses to make them more relevant and meaningful, providing additional, more 
appropriate and useful courses suited to local or regional needs. In the area of 
post-graduation and research, emphasis was on quality programmes and on 
interdisciplinary studies and on emerging new frontiers. In the field of non-formal 
education, IGNOU, established as a pacesetter, would be responsible for training 
of personnel, production of programmes and development of material for use 
through the electronic media. The Government has maintained that IGNOU will 
be based on the principle of open learning system and will function as the nodal 
resource for coordination of programmes and development of models for distance 
education, documentation and dissemination of information and organization of 
appropriate support programmes. 
Another important area needing special attention was training of teachers. 
Programmes were designed to impart knowledge of new methods and techniques 
of teaching, learning and evaluation. In order to modernize the university 
administration in the field of technical education, which is closely related to 
higher education, emphasis was on: (a) consolidation and optimum utilization of 
infirastructure and other facilities (b) improvement of standards of technical 
education and removal of obsolescence (c) more effective management for 
optimum returns on investment (d) irmovative measures to improve techniques 
and (e) institutional linkages between technical education and development of 
rural and other sectors. 
In the section on University education xmder the chapter "Education, 
Culture and Sports" of the Seventh Five Year Plan, the Government of India 
declared: 
"The main emphasis in higher education will be on 
consolidation, improvement in standard, and reforms in the 
system to make higher education more relevant to national 
needs and to forge forward and backward linkages of higher 
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education with employment and economic development. 
Expansion of general higher education facilities will be 
carefully planned so as to take care of the need to provide 
larger access to weaker sections and first generation learners 
from backward areas. In doing so, emphasis will be laid on 
providing access to existing institutions, through appropriate 
reservation, scholarships, provisions of hostel facilities etc. A 
network of facilities will be provided through open 
universities, correspondence courses and part time education 
to meet social demand and the needs of continuing education.^  
The Seventh Five Year Plan (1985-90) priorities at the State level in Uttar 
Pradesh were guided by the following considerations: 
i. Three years degree course in State universities in Uttar Pradesh 
conmienced in 1985 and it posed new academic and financial challenges 
before the Government, 
ii. As per recommendation of the Bar Council of India, the State of U.P. 
also accepted to have a five year law degree course and separate law 
colleges in universities, 
iii. Restructuring of the courses was considered necessary in order to make 
them application oriented with greater relevance to national 
development, social needs and various needs of trade and professions of 
the regions, 
iv. Providing grants to universities and colleges (against the U.G.C. grants) 
V. Land was to be provided to house government degree colleges, which 
were rutming in rented accommodations. 
' Government of India: Seventh Five Year Plan 1985-1990, volume II, p.259. 
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vi. Pooling of library facilities and documentation was to be provided to 
researchers and teachers to facilitate library information at the State 
level, 
vii. It was felt that specialization be restricted for considering carefully the 
regional needs and resources of the university, 
viii. Emphasis was to be laid on consolidation of facilities and qualitative 
improvement. Opening of new institutions would be drastically 
restricted. 
A review of achievements and failures of continuing schemes reveals that 
some schemes required enhanced outlay while for some others proper budget 
allocation could not be made due to shortage of funds. 
1. More funds are required to be allocated for development grants to the 
universities, strengthening the government colleges, extension of grant-in-
aid facility to non-government colleges, and addition of new subjects and 
faculties. 
2. Budget Allocation for Approved Schemes has not been made. For some 
schemes like strengthening of the Directorate, establishment of Regional 
Offices, development grants to colleges, matching grants sanctioned 
against UGC grants and purchase of land, outlay was approved but 
budgetary provisions were not made. 
3. Outlays in excess of actual needs: Outlays for schemes of non-government 
Colleges in hills were approved in excess of actual needs. A proper budget 
allocation is needed. 
4. For shortage of funds some approved scheme were dropped while some 
others were neglected. Whenever shortage of funds occurs it would be 
necessary to re-allocate funds on the basis of priorities of the Plan. The 
opinion of the Director could be taken in this matter. 
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Potentialities and Possibilities 
The National Policy on Education 1986 lays emphasis on making the 
education system relevant to social needs which would need introduction of job 
oriented courses at the level of higher education. Universities and colleges can 
introduce courses like tourism, hotel management, business and administrative 
management, forestry, computer science, electronics, agricultural economics, 
horticulture, environmental biology, fishery and environmental science, etc. 
Introduction of such relevant job oriented courses will help in drawing out the 
potentialities of youth. With the establishment of educational institutions in 
backward unserved areas the hitherto untapped potentialities of the people of 
these areas would be drawn out. In this context the following proposals would be 
of use: 
1. For full utilization of existing infrastructure the colleges may run courses in 
shifts. 
2. For full use of the potentialities and talents of teachers the following 
programmes may be implemented. 
(a) Provision be made for the transfer of surplus teachers from one college to 
another. 
(b) Classroom teaching be supplemented with the scheme of tutorial classes. 
(c) To establish refresher courses and summer institutes. 
3. The courses must be so framed that there may be a certain level of uniformity 
between the courses of any two universities of the State in the context of the 
same level of the instruction to be imparted. 
4. Greatest degree of utilization of the infrastructure and the resources available 
will take place if there is a greater degree of co-ordination between the 
functions of the various statutory and administrative bodies concerned with 
higher education, such as the State goverrmient, the Directorate of Higher 
Education, the Universities, U.P. Higher Education Service Commission and 
the management of non-government degree colleges. Not only would this lead 
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to a better academic environment it would develop education in the right 
direction. 
Eighth Five Year Plan (1992-97) 
In the review of the Seventh Plan and Annual Plans (1985-92) the 
Government of India stated that improvement of quality and consolidation 
continued to be the main concerns in the field of higher education during the 
period. Enrolment in universities and colleges went up (including enrolment in 
open imiversities) and the number of universities rose up to 177 including 29 
deemed universities by the end of the Seventh Plan. The thrust areas in the Eighth 
Plan included the following: 
1. Integrated approach to higher education. 
2. Excellence in higher education. 
3. Expansion of education in an equitable and cost-effective manner, in 
the process making the higher education system financially self-
supporting. 
4. Making higher education relevant in the context of changing 
socioeconomic scenario. 
5. Promotions of value education, and 
6. Strengthening of management systems in the universities. 
The strategy for achieving the goals in these thrust areas was stated to be 
as follows: 
i. At present, the higher education system comprising of general, 
technical, medical and agricultural streams is fragmented in terms of 
structures and policies. Great cooperation among the streams should be 
encouraged by promoting networking, sharing of facilities and 
development of man power including teachers' training /orientation 
facilities. There should be greater coherence in policy and planning. In 
order to adequately meet these requirements, the NPE had envisaged the 
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establishment of a National Council of Higher Education (NCHE). This 
has however not made progress so far and a coordination mechanism 
should be constituted during the Plan period. 
ii. Several measures will be taken to promote excellence. The NPE / POA 
proposal for establishment of National Assessment and Accreditation 
Council (NAAC) would be followed up.'* 
iii. Expansion in higher education enrolment (10 lakh during the Eighth 
Plan, out of which 9 lakh at the undergraduate level), keeping in view 
the present resource crunch, has to be accommodated in an equitable 
and cost-effective manner, mainly by large scale expansions of distance 
education system, and providing opportunities to larger segments of 
population, particularly the disadvantaged groups like women, and 
people living in backward and hilly areas, and by measures for 
resources generation. The programmes of distance education should 
absorb at least 50 percent of traditional enrolment during the Eighth 
Plan and their cumulative enrolment should reach 15 lakhs, including 5 
lakh adult learners beyond the normal age group 17-23 who have left 
school long back. Simultaneously, involvement of voluntary agencies 
and private sector participation in the opening and conduct of higher 
education institutions would be encouraged with proper checks to 
ensure maintenance of standards and facilities to make higher education, 
as far as possible, self - financing. However, the quality of higher 
education is not to be compromised at any cost. Upward revision of the 
fee structure has to be considered but at the same time, the fees charged 
should not be exorbitant and should be supplemented by the provisions 
of scholarships and other financial assistance to SCs / STs and students 
below the poverty line and loans to other students. 
' It has since been established and is Icnown as National Assessment and Accreditation CouiipiL(NAAC) with its office at 
Bangalore. 
77 
iv. The tremendous potential of 44.25 lakh students enrolled in higher 
education has to be utilized by actually involving them in the 
programmes of adult literacy, continuing education, population 
education and other constructive activities. 
V. The significance of value education has been stressed by several 
committees and commissions on education. The Planning Commission 
has constituted a core group on value orientation in education. The 
recommendations of core group will be considered for implementation 
in consultation with the Ministry of Human Resource Development, 
U.G.C., Association of Indian Universities (AIU) and NCERT. 
vi. Stress would also be laid on modernization and restructuring of the 
management of university system, which entails vigorous pursuit of the 
programmes of autonomous colleges and autonomous university 
departments. Facilities in universities and colleges, including research 
facilities, would be consolidated and strengthened. The scheme of re-
designing and restructuring of courses to meet the developmental needs 
of the country, examination reforms, and teachers' training would be 
expanded. 
The Eighth Plan document asserted that the priorities mentioned in detail 
were by no means "exhaustive". It recognized that higher education was a vast 
sector and its significance as a source of new knowledge, research and manpower 
for preceding stages of education, viz., elementary and secondary should not be 
minimized. The document advised that adequate resources should be mobilized 
and provided to support higher education sector so that the nation could be fully 
equipped to face free challenges of the future, which was increasingly becoming 
information and knowledge intensive. 
Among the twelve thrust areas mentioned in the Eighth Five Year Plan 
(1992-97) of U.P. in the chapter on education, only two were exclusively 
concerned with higher education, viz., (i) strengthening of existing degree 
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colleges and (ii) establishment of new degree colleges in unserved backward 
areas. Another thrust area was applicable to all levels of education, viz., 
development of quality syllabi and text books at all stages of education. The 
section on Higher Education within the chapter on Education states: 
"Importance of higher education cannot be over emphasized in a 
developing country. It is the bedrock of socio-cultural and other educational 
activities. It is pivotal since it educates those who build the nation and frame long 
term policies and plans ... We had only five universities and sixteen degree 
colleges in the State at the time of Independence, today there are 26 universities 
and 449 degree colleges." By the middle of the Eighth Plan period in U.P. 
following Plan schemes came to be emphasized: 
1. Development grant and matching grant to Universities (against the 
U.G.C. grant). 
2. Establishment of the second campus of Lucknow University. 
3. Establishment of Dr. Bhim Rao Ambedkar University at Lucknow by 
U.P. Government (which was later taken up by Govenmient of India 
as a Central University). 
4. Opening of new government degree colleges in unserved and 
educationally backward areas.^ Strengthening and upgrading of 
existing government colleges and opening of new faculties and 
subjects. 
5. U.G.C. matching grants and grants for development of existing 
Government colleges. 
6. Construction of buildings of government degree colleges. 
7. Implementation of National Service Scheme. 
* The government of U.P. realised that the total number of degree college in the state in view of 
its size and population is much less as compared to the states of Punjab, Haryana, Kerala and 
many odter states. The government showed with a statistical table that the number of students in 
higher education increased much faster than the number of degree colleges. 
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8. Bringing non-aided degree colleges on grants- in- aid list. 
New schemes included during the Eighth Plan were the following, which 
got a mention in the said Plan document: 
a) Establishment of State Council of Higher Education. 
b) Government share for consultancy in Universities. 
c) Establishment of Dr. Ram Manohar Lohia "Peeth" at Lucknow 
University, and 
d) Grant for establishment of Regional Office of UGC at Ghaziabad. 
Thus in effect one finds that during the Eighth Plan in U.P. the plan 
priorities were more concerned vAth expansion rather than on consolidation and 
quality improvement, though these were the catch words in the beginning. 
Ninth Five Year Plan (1997-2002) 
Higher education took a back seat in the national plan priorities of the 
Ninth Five Year Plan (1997-2002). The Approach paper to the Plan states in para 
4.12: 
"Following the directions given by National Policy on Education 1986 
(and revised in 1992), primary education was given an over-riding priority in 
order to realise the goal of UEE (Universal Elementary Education) during the 
Seventh and Eighth Five Year Plans. Despite this, backlog has continued in 
enrolment and dropout rate is still high. " 
In the same paragraph of the said document the Plan resolves: 
"In the Ninth Plan, apart from carrying out the directions given by NPE (1992) 
and keeping in view the declaration of education as an aspect of fundamental 
human right to life, making the nation fully literate bv the year 2005 will be a 
committed goal. Around 6% of the GDP will be earmarked for the education 
sector by the year 2000 and 50% of that will be spent on primary education.'' 
(emphasis added). 
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Regarding the treatment to be given to higher education during 1997-
2002, the document says. 
"In Higher Education due cognizance has to be taken of the fact that the country 
has an existing infrastructure, which, despite its problems, is still one of the best in 
the developing world. The country needs to capitalize on the advantage accruing 
from this infrastructure and nurture it in order to enhance our competitiveness in 
the global market." 
The Approach paper continues to add: 
"Emphasis will be placed on consolidation and optimal utilization of the existing 
infrastructure through institutional networking, restricting expansion to meet the 
demand of unserved areas through both traditional university system as well as 
through Open University system. Grants-in-aid will be linked to ('emphasis addedj 
performance criteria to improve quantity and inject accountability". 
Regarding fees of students in Higher Education, the Approach Paper 
clearly states: "Fees will be restructured on unit cost criteria and paying capacity 
of the beneficiaries. Additional resources will be granted by involving industry 
and commerce and through contribution from community (emphasis added). 
As has always been written in Plan documents, this Approach paper also 
reiterates "relevance will be achieved by re-structuring the vocational bias content 
of the first degree course and industry linked inter-disciplinary post graduate 
teaching and applied research work". 
Keeping the above priorities for Higher Education in the Ninth Plan at the 
national level in mind, the State Government in U.P. as well has come out to 
restrict grants to universities and colleges and insist on raising own resources. 
With this kind of situation, universities in the State are caught in a financial crisis, 
wiiich is likely to be more severe in future. 
The Ninth Five Year Plan proposals for the State of U.P. begin with the 
admission of the feet that higher education facilities are not at par with the 
number of aspirants passing at 10+2 level examination. In order to save these 
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students from frustration caused by non-availability of seats in higher education, 
the Ninth Plan (1997-2002) lays emphasis on the following: 
1. Expansion of existing colleges by infra-structural support and 
provision of additional teaching and non-teaching staff. 
2. Establishment of new colleges. 
3. To encourage the establishment of non-government colleges by 
providing them one time construction grant. 
4. To introduce, in view of the U.G.C's. stress, various vocational 
courses along with (traditional) subjects (disciplines) taught. The 
purpose is to introduce compact courses including vocational course. 
5. To establish an affiliating university at NOIDA which is a fast 
growing industrial area, and there is a pressing demand for opening a 
university. This proposed university would impart need-based courses 
keeping in view the industrial requirements. This university would 
serve the districts of Gautam Budh Nagar, Ghaziabad and 
Bulandshahar. 
6. To establish an Open University in the state of U.P. to accommodate 
those students, as well as working people, who are seeking admission 
from out of the school system. 
7. To create accommodation facilities for teaching and non-teaching 
staff at block, tehsil, district and division level in that priority order 
with a view to restore proper academic climate as most of the existing 
colleges are without residential facilities. 
8. To provide separate library building* in three government colleges, 
viz., Raza Post Graduate College, Rampur, Government Mahila P.G. 
College, Rampur and Government K.N. Post Graduate College, 
Gyanpur, Bhadohi. 
9. To construct ten fiimished hostels for providing need-based 
residential facilities to women students of higher education 
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particularly in rural areas where girls are deprived of higher education 
due to lack of this facility. 
10. To open coaching centers in six selected government colleges for 
minorities so that they contribute in the economic and social 
development of the State. 
11. To develop second campus in K.N. Post-Graduate College, Gyanpur. 
12. To strengthen the library of Mehta Research Institute and Public 
Library at Allahabad. 
For implementing the above schemes during the Ninth Plan an outlay of 
160 crores has been proposed by the Government of U.P. 
Plan Expenditure on Education in India 
As mentioned earlier, the post Independence era witnessed rapid 
development in the educational sector, which was one of the pre-requisites to 
sustained growth and a self-reliant economy. However, so far as allocation of 
resources is concerned, the educational sector continued to vie with other sectors 
for resources in a backward economy steeped in mass poverty. Investments in the 
core sectors for building a strong and sound economic foundation have cornered 
large resources while the social sector remained in a relatively disadvantageous 
position. Tables 4.1, 4.2 and 4.3 show the intersectoral plan outlay in Public 
Sector in India. These tables show that the social sector, which accounted for 24% 
of plan outlay in the First Plan lost priority in subsequent plans. Though the 
Fourth Plan raised the outlay to 25%, in the Fifth and the Sixth Plans it fell to 
17% and 15% respectively. In a poor country steeped in mass poverty, 
government support to the social sector is all the more relevant. And education, an 
important component of the social sector, accounted for lesser amounts with each 
successive Plan, not even 3% in the Sixth Plan. The percentage of expenditure 
allocated to education was marginally higher in the Seventh Plan, at 3.5% (Table 
4.2). The Eighth Plan outlay for education was Rs. 19,599.7 crores, which works 
83 
out to 4.5% of total outlay. The actual expenditure on education in the first two 
years of the Eighth Plan was only 3.6% of total outlay, increasing subsequently to 
5.7% in 1996-97 (Table 4.3). 
Not only has there been a reduced percentage allocation to the educational 
sector, the amount initially proposed gets reduced at different stages of the 
planning process. Although, by and large, the sector of education is under the 
jurisdiction of the State governments, some responsibility such as co-ordination of 
educational facilities, determination of standards of higher education, scientific 
and technical education, has been entrusted to the Centre. The 42"*" Amendment to 
the Constitution of India in 1976 brought Education fi-om the "State List" to the 
"Concurrent list" whereby Central Government gained more power to intervene in 
education at all levels. Apart fi-om this responsibility, the Central Govenunent 
maintains the 10 Central Universities and about 300 Central Schools in different 
parts of the country. 
Though percentage allocation to education has declined significantly, on 
examining plan resources to education we find that there has been a rapid rise in 
the absolute amount of expenditure on education since the First Plan. From 
Rs.l49 crores in the First Plan, Plan expenditure on education increased to more 
than Rs.22,000 crores in the Eighth Plan. The Plan expenditure on education 
increased to Rs.273 crores, Rs.589 crores, Rs.786 crores, Rs.l526 crores and 
Rs.2977 crores and Rs.7686 crores in the Second, Third, Fourth, Fifth, Sixth and 
Seventh Five Year Plans respectively. In the first four years of the Eighth Plan, 
expenditure on education was Rs.15,062 crores. The revised estimate for 1996-97 
is put at Rs.7,346 crores. This trend is shown in Tables 4.1,4.2 and 4.3. In spite of 
increased absolute amount of expenditure during the above mentioned Plan 
periods, in percentage terms even the First Plan figure of 7.6% on education could 
not be reached again for any Plan period. As has been mentioned earlier, this is 
much less than what is spent in other countries on education. With the 
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government's emphasis on human development this is a poor reflection of the 
readiness of government to spend on education. 
Table 4.1 
Inter-Sectoral Plan Outlay in Public Sector in India (Actuals) 
(First to Fifth Plan) 
Sector 
(I) 
1. Agriculture & Allied 
Services 
2. Irrigatioit & Flood 
Control 
3. Power 
4. Industry & Mining 
S. Transport & 
Communication 
6. Social & 
Community 
Services 
a) of which education 
Total Plan 
e 
PH up 
(2) 
290 
(15) 
434 
(22) 
149 
(8) 
97 
(5) 
518 
(26) 
472 
(24) 
149 
(7.6) 
1,960 
(100) 
C 1 
o c ^ w «- m 
c2s:S 
(3) 
549 
(12) 
452 
(10) 
430 
(9) 
1125 
(24) 
1261 
(27) 
855 
(18) 
273 
(5.84) 
4,672 
(100) 
e 
^ ^ 
•O 1 U y-t 
. - vo 
(4) 
1089 
(13) 
664 
(8) 
1052 
(12) 
1967 
(23) 
2112 
(25) 
1693 
(20) 
589 
(6.87) 
8,577 
(100) 
— OS 
a vo 
e e so 
< S 2 
(5) 
1107 
(17) 
471 
(7) 
1212 
(18) 
1636 
(25) 
1222 
(18) 
977 
(15) 
307 
(4.63) 
6,625 
(100) 
(Rj 
h Bui 1-1 
(6) 
2320 
(15) 
1354 
(9) 
1932 
(12) 
3107 
(20) 
3080 
(20) 
3986 
(25) 
786 
(4.90) 
15,799 
(100) 
. in Crores' 
s 
S2 
(7) 
5229 
(13) 
3914 
(10) 
7492 
(19) 
9741 
(24) 
6830 
(17) 
6891 
(17) 
1526 
(3.81) 
40,097 
(100) 
Source: Various Plan documents. 
Note: Figures in pventheses indicate percentages. 
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Table 4.2 
Inter-Sectoral Plan Outlay in Public Sector in India 
(Sixth and Seventh Plan) 
Head 
I Agriculture 
11 Rural Development 
III Spl. Area Program 
IV Irrigation Flood 
Control 
V Energy 
VI Industry & Mining 
VII Transport 
VIII Communication 
IX Science & Tech. 
X Social Services 
of which education 
XI General Economic 
Services 
XII Others 
Total 
Sixth Plan 1980-85 
Outlay 
5695.1 
(5.8) 
5363.7 
(5.5) 
1480.0 
(1.5) 
12160.0 
(12.5) 
26535.4 
(27.2) 
15017.6 
(15.4) 
12412.0 
(12.7) 
3134.3 
(3.2) 
865.2 
(0.9) 
14035.2 
(14.4) 
2523.7 
(2.6) 
-
801.5 
(0.9) 
97500.0 
(100.0) 
Actuals 
6623.5 
(6.1) 
6996.8 
(6.4) 
1580.3 
(1.4) 
10929.9 
(10.0) 
30751.3 
(28.1) 
16947.5 
(15.5) 
14208.4 
(13.0) 
3469.5 
(3.2) 
1020.4 
(0.9) 
15916.6 
(14.5) 
2976.6 
(2.7) 
-
847.5 
(0.8) 
109291.7 
(100.0) 
Seventh Plan 1985-90 
Outlay 
10523.6 
(5.8) 
8906.1 
(4.9) 
2803.6 
(1.6) 
16978.6 
(9.4) 
54821.3 
(30.5) 
22415.5 
(12.5) 
22644.9 
(12.6) 
4474.5 
(2.5) 
2463.1 
(1.4) 
31545.2 
(17.5) 
6382.6 
(3.5) 
1395.6 
(0.8) 
1028.8 
(0.6) 
180000.0 
(100.0) 
Actuals 
12762.6 
(5.8) 
15246.5 
(7.0) 
3470.3 
(1.6) 
16589.9 
(7.6) 
61689.3 
(28.2) 
29220.3 
(13.4) 
29548.1 
(13.5) 
8425.5 
(3.9) 
3023.9 
(1.4) 
34959.7 
(16.0) 
7685.5 
(3.5) 
2249.6 
(1.0) 
1513.8 
(0.7) 
218729.6 
(100.0) 
Source: Plan Documents, Government of India and Annual Plan Reports. 
Note: Figures in brackets show the percentages. 
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Table 4.3 
Inter-Sectoral Plan Outlay in Public Sector in India 
(Eighth Plan 1992-97) 
(Rs. in Croresj 
Head 
(1) 
I Agriculture 
II Rural Development 
III Spl. Area Program 
IV Irrigation Flood 
Control 
V Energy 
VI Industry & Mining 
VII Transport 
VIII Communication 
IX S/T and Envt. 
X General Economic 
Science 
XI Social Science 
a. Of which education 
XII General Services 
XIII Total 
22467.2 
(5.2) 
34425.4 
(7.9) 
6750.1 
(1.9) 
32525.3 
(7.5) 
I1556I.1 
(26.6) 
46921.7 
(10.8) 
55925.6 
(12.9) 
25110.0 
(5.8) 
9041.7 
(2.1) 
4549.5 
(1.0) 
79011.9 
(18.2) 
19599.7 
(4.5) 
1810.5 
(0.4) 
434100.0 
(100.0) 
< 2 
4215.6 
(5.8) 
5091.4 
(7.0) 
1283.8 
(1.8) 
4705.2 
(6.5) 
20289.8 
(27.9) 
7444.2 
(10.2) 
10662.7 
(14.6) 
5150.9 
(7.1) 
929.9 
(1.3) 
1490.1 
(2.0) 
11322.8 
(15.5) 
2619.4 
(3.6) 
266.0 
(0.4) 
72852.4 
(100.0) 
s ft, 2^  
< 2 
4263.5 
(4.8) 
7033.3 
(8.0) 
1363.6 
(1.5) 
5370.5 
(6.1) 
26909.0 
(30.6) 
8481.1 
(9.6) 
11976.7 
(13.6) 
6206.6 
(7.0) 
1153.4 
(1.3) 
848.8 
(1.0) 
14016.6 
(15.9) 
3147.3 
(3.6) 
462.6 
(0.5) 
880g0.7 
(100.0) 
S "1 
= — 2 
= ft. S < 2 
Actuals 
5350.2 
(5.5) 
8717.1 
(8.9) 
1428.2 
(1.5) 
6104.1 
(6.2) 
27482.0 
(28.0) 
4088.0 
(9.3) 
12096.6 
(12.7) 
7273.8 
(7.4) 
1407.4 
(1.4) 
1159.6 
(1.2) 
17409.2 
(17.7) 
3940.0 
(4.0) 
651.1 
(0.7) 
98167.3 
(100.0) 
— \o 
c .2 «" 
5082.0 
(4.7) 
9967.2 
(9.3) 
407.8 
(0.4) 
7245.1 
(6.7) 
26893.3 
(25.0) 
10808.1 
(10.1) 
13766.9 
(12.8) 
8626.2 
(8.0) 
1164.8 
(1.6) 
1104.0 
(1.2) 
20848.4 
(19.4) 
5355.7 
(5.0) 
866.7 
(0.8) 
107380.4 
(100.0) 
B .2 ** S 
6325.9 
(4.5) 
9788.8 
(7.6) 
426.2 
(0.3) 
8558.3 
(6.6) 
29615.3 
(22.9) 
12280.1 
(14.6) 
18895.9 
(14.6) 
10077.4 
(7.8) 
1935.1 
(1.5) 
2157.0 
(1.7) 
27864.8 
(21.6) 
7346.1 
(5.7) 
1263.8 
(1.0) 
129188.6 
(lOO.O) 
Source: Eighth Plan 1992-97, and Annual Plan, Planning Commission, Government of India. 
Note: Figures in brackets shows the percentages. 
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Plan Expenditure on Higher Education in India 
Plan expenditure on higher education was only Rs.l4 crores in the First 
Plan. It subsequently increased to Rs.48 crores in the Second Plan and Rs.87 crores 
in the Third Plan. In the Annual Plans it was Rs.68 crores. In the Fourth, Fifth, 
Sixth, Seventh and Eighth Plans the expenditure on higher education was Rs.l95 
crores, Rs.336 crores, Rs.486 crores, Rs.l201 crores and Rs.l516 crores 
respectively. Percentage allocation to higher education increased from 9% in the 
First Plan to 25% in the Fourth Plan. Since then there has been a steady decline, 
with only 8% of educational finance going to higher education in the Eighth Plan. 
These facts are given Table 4.4. Tables 4.5 and 4.6 give in more detail Seventh 
Plan allocations for education in the central sector and central and state sector 
respectively. Allocations for the interim period of 1990-91 and 1991-92 before 
launching of the Eighth Five Year Plan are also given. Tabic 4.7 gives the outlay 
for major heads of education in India in the Eighth Plan. Here we find plan 
allocations under the heads of Art and Culture, Youth Affairs and Sports included 
in Education while the same are not included in Education in Table 4.4. These 
differences make comparability difficult. Thus while education accounts for 4.5% 
of Plan allocation in Table 4.4 in Table 4.7 the percentage to raised to 4.88%. Till 
the Sixth Plan education was taken to be a social service rather than an input in the 
development process. But now education is considered pivotal in social and 
economic development through development of human resources.^ This is 
reflected in the National Policy on Education 1986 and in the budgetary allocation 
of resources. The Eighth Plan outlay (Centre and States) on education at 
Rs. 19599.7 (say Rs. 19600 crores) is higher than the Seventh Plan expenditure of 
Rs.7633.1 by 2.6 times. In keeping with this set up, the central Plan outlay for 
' Government of India: INDIA -1996, A Reference Annual (Ministry of Information & 
Broadcasting, Publication Division, New Delhi p.66. 
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education was raised from Rs.l825 crores in 1995-96 to Rs.3382.70 crores in 
1996-97. 
Table 4.4 
Plan Expenditure on Sub-Sectors of Education 
in India 
(Actuals) 
(Rs. in 
Crores) 
Sub Sector 
(1) 
Elementary 
Education 
Secondary 
Education 
Higher 
Education 
Other Incl. 
Tech. 
Education 
Grand 
Total 
As % of 
Total Plan 
1? 
CM • 
(2) 
81 
(54) 
20 
(13 
14 
(9) 
34 
(22) 
149 
7.6 
01 \Q 
OH ^ 
05 ' ^ 
(3) 
95 
(35) 
51 
(19) 
48 
(18) 
79 
(28) 
273 
5.8 
e 
JCS i - i 
H 
(4) 
201 
(34) 
103 
(18) 
87 
(15) 
201 
(33) 
589 
6.9 
(5) 
86 
(28) 
49 
(16) 
68 
(22) 
104 
(34) 
307 
4.6 
B 
OS 
r vo 
o ^ 
(6) 
239 
(30) 
140 
(18) 
195 
(25) 
213 
(27) 
786 
4.9 
e 
es ON 
(7) 
534 
(35) 
275 
(18) 
336 
(22) 
381 
(25) 
1526 
3.8 
c 
es tn 
.as 
en 
(8) 
906 
(36) 
398 
(16) 
486 
(19) 
735 
(29) 
2525 
2.7 
B 
C/) 
(9) 
1964 
(31) 
1610 
(25) 
1201 
(19) 
1607 
(25) 
6382 
3.5 
B 
CM e\ 
JS «S 
(10) 
NA 
NA 
1516 
(8) 
-
19600 
4.5 
Source: Various Plan documents. 
Note: Figures in brackets indicate percentages. 
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Table 4.5 
Outlay and Expenditure on Education 
(Central Sector in India) 
(Rs. in Crores) 
Head 
1.Elementary 
Education 
2. Adult Education 
3.Secondary 
Education 
4. Univ. & Higher 
Education 
5. Language 
E>evelopnient 
6.Planning & 
Administration 
7.0ther 
Programmes 
S.Total Gen 
Education 
9.Tech. Education 
10.Art & Culture 
ll.Sports& Youth 
Af&irs 
12.Total(Col.8-ll) 
VII Plan 1985-90 
Outlay 
233.25 
130.00 
667.75 
420.00 
(27.6) 
38.64 
29.00 
-
1518.64 
220.00 
350.00 
300.00 
2388.64 
Expenditure 
658.49 
313.04 
596.01 
659.96 
(28.71) 
43.54 
23.49 
-
2294.57 
610.96 
268.73 
248.67 
3422.93 
1990-91 
Expenditure 
218.75 
131.15 
195.21 
131.55 
(19.01) 
10.78 
3.46 
~ 
690.90 
157.60 
60.41 
47.56 
956.47 
1991-92 
Expenditure 
283.50 
129.19 
209.90 
171.59 
(21.11) 
14.00 
6.78 
~ 
814.96 
188.25 
74.20 
76.16 
1153.57 
Source: Government of India.- Eighth Five Year Plan 1992-97 Vol. II. 
Note: Figures in brackets shows percentage to Gen. Education. 
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Table 4.6 
Outlay and Expenditure on Education 
(Central and State Sector in India) 
(Rs. in Crores) 
Head 
1 .Elementary 
Education 
2. Adult Education 
3.General Education 
4. Tech. Education 
5. Art & Culture 
6. Sports/ Youth 
Affairs 
Total (3 to 6) 
VII Plan 1985-90 
Outlay 
1963.17 
360.00 
4775.30 
681.79 
782.13 
443.43 
6382.65 
Expenditure 
2854.69 
469.57 
6549.51 
1083.34 
450.89 
484.51 
8568.31 
1990-91 
Expenditure 
805.77 
173.84 
1797.82 
314.63 
103.90 
113.01 
2329.36 
1991-92 
Expenditure 
937.50 
195.08 
2120.21 
537.45 
132.41 
170.78 
2960.85 
Source: Government of India: Eighth Five Year Plan 1992-97 Vol. II. 
Table 4.7 
Eighth Plan Outlay for Major Heads of Education in India 
(Rs. in Crores) 
Head 
1.General Education 
2. Tech. Education 
B.Total (1+2) 
4. Art & Culture 
5.Youdi Affairs & Sports 
6. Grand Total (3-5) 
1992-97 
Centre 
6619.00 
824.00 
7443.00 
385.00 
350.00 
8178.00 
State 
9607.19 
1804.66 
11411.85 
324.76 
509.06 
12245.67 
UT 
587.16 
157.72 
744.88 
17.92 
30.54 
793.34 
Total 
16813.35 
2786.38 
19599.73 
727.68 
889.00 
21217.01 
Source: Govt, of India: Eighth Five Year Plan Vol. II. 
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There has also been inter se shift in the allocation of resources within the 
education sector from higher education to elementary education.^ While the outlay 
on elementary education is up by 246.9 percent to Rs.2258.70 crores in 1996-97 
the outlay for university and higher education is pegged at Rs.238.04 crores, which 
is only 7 percent of the total, vide Table 4.8. 
Table 4.8 
Central Sector Plan outlay on Education 
(1996-97) 
(Rs. Crores) 
Level of Education 
I. Primary Education 
2. Secondary Education 
3. Higher Education 
4. Adult Education 
5. Technical Education 
6. Other 
Total 
Amount 
2258.70 
281.11 
238.04 
224.50 
253.91 
126.44 
3382.70 
Percent Share 
66.8 
8.3 
7.0 
6.6 
7.5 
3.7 
100.0 
Note: The Percentages do not add up to 100.0 due to rounding 
Plan Expenditure on Education in Uttar Pradesh 
The trends with respect to Plan expenditure on education in U.P. are the 
same as at the level of the Centre and are shown in Tables 4.9 and 4.10. 
' Ibid. 
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Table 4.9 
Inter-Sectoral Allocation of Plan Resources in Uttar Pradesh 
(Actuals) 
(From First Plan to Fifth Plan) 
(Rs. in Crores) 
Sector 
(1) 
Agriculture & allied 
Services 
Irrigation & Power 
Industry & Mining 
Transport & 
Communication 
Social & Community 
Services 
a)of which education 
Total Plan 
u at ^-
(2) 
39.18 
(26) 
56.22 
(37) 
6.37 
(4) 
6.86 
(4) 
44.74 
(29) 
18.07 
(11.78) 
153.37 
(100) 
O es \o 
(3) 
71.56 
(31) 
82.18 
(35) 
12.92 
(5) 
15.37 
(7) 
51.28 
(22) 
17.48 
(11.78) 
233.31 
(100) 
• a £. VO 
i S E | 
(4) 
164.14 
(29) 
218.69 
(39) 
20.84 
(4) 
28.14 
(5) 
128.82 
(23) 
51.92 
(9.26) 
560.63 
(100) 
(5) 
133.70 
(30) 
227.36 
(50) 
18.24 
(4) 
16.89 
(4) 
55.44 
(12) 
16.89 
(3.74 
451.63 
(100) 
(6) 
241.93 
(20) 
361.27 
(54) 
41.77 
(4) 
77.96 
(7) 
169.66 
(15) 
64.17 
(5.51) 
1161.59 
(100) 
0 \ 
(7) 
425.37 
(15) 
1682.90 
(58) 
178.99 
(6) 
247.66 
(8) 
375.31 
(13) 
102.10 
(3.51) 
2909.23 
(100) 
Source: Plan Documents. 
Note: Figures in brackets indicate percentages. 
Allocations to 'social and community senices', of which education is an 
integral part, has gone down considerably from 29% in the First Plan to 14% in 
the Sixth Plan. Plan expenditure on education (included in above) likewise 
declined from about 12% in the First Plan to a miserably low figure of less than 
3% in the Sixth Plan. And this is despite the fact that the states have been 
entrusted with providing free and compulsory elementary education to children. 
In the Seventh and Eighth Plans, however, percentage allocation to education 
increased to 4.6% and 8.5% respectively but the 12% figure of the First Plan 
could not be reached. 
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Table 4.10 
Inter-Sectoral Allocation of Plan Resources in Uttar Pradesh 
(From Sixth Plan to Eighth Plan) 
(Rs. in crores) 
Sector 
1 
I Agri. & 
Allied services 
II Irrigation 
& Power 
III Industry & 
Mining 
IV Transport 
& Comm. 
V Social & 
Community 
Services 
a) of which 
education 
VI General 
Services/ 
Others 
Total 
Sixth Plan 
1980-85 
Outlay 
2 
1085.15 
(18) 
337.00 
(54) 
331.10 
(5) 
550.0 
(9) 
896.75 
(14) 
175.00 
(2.8) 
-
6200.00 
(100) 
Expend. 
3 
901.09 
(13.7) 
3257.99 
(49.4) 
430.77 
(6.5) 
677.90 
(10.3) 
1258.71 
(19) 
255.81 
(3.9) 
67.85 
(1.0) 
659429 
(100) 
Seventh Plan 
1985-90 
Outlay 
4 
2594.39 
(15.4) 
8239.80 
(48.9) 
1085.00 
(6.4) 
1538171 
(9.1) 
3277.99 
(19.5) 
692.68 
(4.1) 
106.71 
(0.6) 
16842.60 
(100) 
Expend. 
5 
2277.75 
(19.1) 
4925.33 
(41.2) 
694.70 
(5.8) 
1278.18 
(10.7) 
2454.76 
(20.5) 
546.93 
(4.6) 
318.00 
(2.7) 
11948.72 
(100) 
1990-92 
Expend. 
6 
1220.86 
(17.7) 
3394.24 
(49.2) 
198.06 
(2.9) 
591.60 
(8.6) 
1347.26 
(19.5) 
428.73 
(6.2) 
151.74 
(2.2) 
6903.76 
(lOO.O) 
Eighth Plan 
1992-97 
Outlay 
7 
4036.80 
(18.3) 
1033.85 
(47) 
595.50 
(2.7) 
2747.10 
(12.5) 
4270.75 
(19.4) 
1520.90 
(6.9) 
21.00 
(0.1) 
22005.0 
(100) 
Expend. 
8 
2287.81 
(10.6) 
8147.62 
(37.6) 
611.56 
(2.8) 
2497.64 
(11.5) 
5333.20 
(24.6) 
1839.75 
8.5) 
2805.73 
(12.9) 
21683.56 
(100) 
Source: Plan documents 
Tables 4.9 and 4.10 clearly show that the relative significance of education 
in the scheme of Plan priorities has gone down considerably. Obviously increase 
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in total size of the Plan has led to an absolute increase in educational expenditure 
from just 18 crores in the First Five Year Plan to Rs. 175 crores in the Sixth Plan. 
In the Seventh and Eighth Plans expenditure on education was Rs.547 crores and 
Rs. 1840 crores respectively. 
Plan Allocation to Higher Education in Uttar Pradesh 
Not only have very small sums (relatively) been allocated to education in 
U.P. in its priority list, we find on examining the funds allocated to education, that 
a major part, 50% or more, has gone to elementar>' education. Though this fact 
has been justified, especially in view of the State governments' constitutional 
responsibilities, the fact remains that higher education has received, even as late 
as the Sixth Five Year Plan, less than Rs.30 crores. Tables 4.11 and 4.12 show 
Plan allocations to different sub-sectors of education in Uttar Pradesh. As is clear 
from Table 4.11, of the total of Rs. 18.07 crores on general education in the First 
Plan, only Rs.43 lakhs were spent on higher education, which was only 3% of the 
total. Subsequently expenditure on higher education increased to about Rs.5 
crores in the Third Plan reaching Rs. 13 crores in the Fifth Plan, Rs.78 crores in 
the Seventh Plan and Rs.l 10 crores in the Eighth Plan. 
It hardly gives solace to see that expenditure on higher education as a 
percentage of total educational expenditure has increased from 3% in the First 
Plan to 14% in the Sixth Plan and 16% in the Seventh Plan. It came down sharply 
to 7% in the Eighth Plan. As a percentage of total Plan expenditure we find that 
not even 1% is accounted for by expenditure on higher education. In most years it 
was 0.50% or less of total plan expenditure as is shown in Table 4.13. 
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Table 4.11 
Expenditure on Sub-Sectors of Education in Uttar Pradesh 
(From First Plan to Fifth Plan) 
(Actuals) 
(Rs. in Crores) 
Sector 
(1) 
1. Elementary 
Education 
2. Secondary 
Education 
3.Higher 
Education 
4. Others 
S.Total 
General 
Education 
6. Tech. 
Education 
Grand Total 
Education as 
% 
Total Plan 
tn 
«p« v 4 0\ 
^ 0^ T^ 
(2) 
12.17 
(70) 
1.25 
(7) 
0.43 
(3) 
3.68 
(20) 
18.07 
(100) 
— 
18.07 
(100) 
11.78 
S fi VO 
C« CU, ^ 
(3) 
8.41 
(48) 
2.97 
(17) 
1.75 
(10) 
1.18 
(7) 
14.31 
(82) 
3.17 
(18) 
17.08 
(100) 
7.49 
so 
^ 1 
H AH S 
(4) 
29.49 
(57) 
7.41 
(14) 
4.94 
(10) 
2.87 
(5) 
44.71 
(86) 
7.21 
(14) 
51.92 
(100) 
9.26 
— ON 
S tn I 
e c ^ 
(5) 
7.32 
(43) 
2.40 
(14) 
2.30 
(14) 
0.29 
(2) 
12.31 
(73) 
4.58 
(27) 
16.89 
(100) 
3.74 
Si ? 
b a o\ 
fa PH 1-1 
(6) 
37.91 
(59) 
9.90 
(15) 
6.38 
(10) 
2.82 
(4) 
57.01 
(89) 
7.16 
(11) 
64.17 
(100) 
5.51 
ym —. 0\ 
fa ft* 1-( 
(7) 
51.28 
(50) 
25.76 
(25) 
12.72 
(12) 
5.58 
(6) 
95.34 
(93) 
6.76 
(7) 
102.10 
(100) 
3.51 
Source: Various Plan documents. 
Note: Figures in brackets indicate percentages. 
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Table 4.12 
Plan Outlays and Expenditure at Different Levels of 
Education 
in Uttar Pradesh 
(From Sixth Plan to Eighth Plan) 
(Rs. Crores) 
Sub-sector 
Elementary 
Education 
Secondary 
Education 
Higher 
Education 
Adult 
Education 
Others* 
Total 
Sixth Plan 
Outlay 
85.92 
(54.3) 
41.74 
(26.4) 
16.00 
(10.1) 
4.81 
(3.0) 
9.73 
(6.2) 
158.20 
(100.00) 
Expend. 
90.90 
(42.3) 
74.80 
(34.8) 
29.62 
(13.8) 
4.19 
(2.0) 
15.32 
(7.1) 
214.83 
(100.00) 
Seventh Plan 
Outlay 
264.86 
(62.2) 
90.69 
(21.3) 
37.37 
(8.8) 
23.75 
(5.6) 
8.83 
(2.1) 
425.50 
(100.00) 
Expend. 
271.86 
(56.4) 
100.29 
(20.8) 
78.18 
(16.2) 
16.07 
(3.3) 
15.85 
(3.3) 
482.25 
(100.00) 
Eighth Plan 
Outlay 
838.55 
(60.9) 
267.95 
(19.5) 
227.30 
(16.5) 
30.71 
(2.2) 
13.00 
(0.9) 
1377.51 
(100.00) 
Expend. 
1023.79 
(68.3) 
321.62 
(21.4) 
109.84 
(7.3) 
31.34 
(2.1) 
13.00 
(0.9) 
1499.59 
(100.00) 
Source: {.Seventh Five Year Plan and Annual Plan 1985-86, Vol. I 
2. Eighth Five Year Plan 1992-97 and Annual Plan 1992-93, Vol.2 
3. Ninth Five Year Plan 1997-2002 and Annual Plan 1997-98. Vol.1 (for the last 
column) 
Note * Excluding Technical Education. 
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Table 4.13 
Expenditure on Higher Education in Uttar Pradesh 
as Percentage of Total Plan Expenditure 
Period 
First Plan 
Second Plan 
Third Plan 
Annual Plan 
Fourth Plan 
Fifth Plan 
Sixth Plan 
Seventh Plan 
Eighth Plan 
Nmth Plan 
Total Plan 
Expenditure 
153.37 
233.31 
560.63 
451.63 
1161.59 
29.09 
6200.00 
11948.72 
22005.00 
46340.00 
Expenditure on 
Higher 
Education 
0.43 
1.75 
4.94 
2.30 
6.38 
12.72 
24.75 
55.79 
176.06 
160.00 
Expenditure On 
Higher Education 
as % of Total 
Plan Expenditure 
0.28 
0.75 
0.88 
0.51 
0.55 
0.44 
0.40 
0.47 
0.80 
0.35 
Source: Derived from Tables as given in Five Year Plan documents of Uttar 
Pradesh. 
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Not only this, whenever during the course of Plan there is a shortage of 
funds, which unfortunately has been a regular feature, the first sector where the 
axe falls is the sector of education. Programmes of development, especially in the 
sector of higher education, get halted midway and whatever resources have 
already been invested; their fiiU potential cannot be realized. 
Table 4.13 reveals an encouraging trend, which is visible of late in terms 
of allocation of plan resources to higher education in U.P. The highest allocation 
to higher education (as a ratio of total plan allocation of the State) is obtained 
during the Third Five Year Plan when the said ratio stood at 0.88 percent. Then it 
went on declining, touching a low of 0.40 percent in the Sixth Plan. The ratio has 
since doubled in the Eighth Plan (0.80 percent). However, keeping in view the 
physical requirement of higher education in Uttar Pradesh it is still much less than 
legitimately required for this sector of education in the State. The needs of higher 
education will surely put more pressure on revenues during the Ninth Plan period. 
The treatment of higher education during the Eighth Five Year Plan in 
Uttar Pradesh is no better than what was obtained in the central sector allocation 
for higher education (vide Table 4.8). In Uttar Pradesh, while allocation for higher 
education was put at 176 crores i.e. 15.2 percent of the total educational outlay for 
the State but the annual plan allocation during the Plan period has continuously 
been on a decline. While higher education accounted for 12.7 percent share in 
1992-93 (the first year of the Eighth Plan), it went down to a low of 5.8 percent in 
1994-95 (anticipated expenditure). Approved outlay for the same year was 7.7 
percent of the total. What is most disappointing is that the absolute amount of 
expenditure on higher education came down vAale total expenditure on education 
went up fi-om the iq)proved figure to anticipated expenditure figure for 1994-95. 
Higher education expenditure figure came down from 21 crores to 17.71 crores 
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whereas total educational expenditure figures went up from 273.27 crores to 
307.91 crores. The details are given in Table 4.14. 
Table 4.14 
Plan Expenditure on Higher Education in Uttar Pradesh 
During the Eighth Plan (1992-97) 
Year 
1992-97 
(outlay) 
1992-93 
1993-94 
1994-95 
(Approved) 
1994-95 
(Anticipated) 
Exp.) 
1995-96 
(outlay) 
Total 
Education 
Exp. / outlay 
1157.75 
129.37 
167.49 
273.27 
307.91 
328.09 
Higher 
Education 
Exp. / outlay 
176.06 
16.43 
18.51 
21.00 
17.71 
25.50 
Percent 
share 
Of Higher 
Education 
15.2 
12.7 
11.1 
7.7 
5.8 
7.8 
Source: Govt, of Uttar Pradesh: Annual Plan 1995-96 vol. II 
It is to be noted that the annual allocation on higher education is much less 
than the Eighth Plan outlay for this level of education. It indicates relative neglect 
of higher education in favour of lower levels. 
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Summary and Conclusions 
The Five Year Plans ushered an era of systematic economic and social 
development in India. Efforts were made for all round development of higher 
education. An unprecedented expansion took place in the numbers of institutions 
as well as in enrolments. Higher education was viewed as the only means to 
acquire social and vertical mobility. 
While in the earlier Plans emphasis was on expansion, from Seventh Plan 
onwards emphasis shifted to consolidation, improvement in standards, and 
reforms to make higher education more relevant to national needs and to form 
linkages with employment and economic development. 
Among other priorities in U.P. were introduction of three-year degree 
course, restructuring of courses, introduction of five-year law degree course, 
pooling of library facilities and documentation to facilitate researchers and 
teachers, emphasis on quality improvement, drastically restricting opening of new 
institutions. 
During the Eighth Plan emphasis was on integration of different streams in 
higher education by networking, sharing of facilities, development of manpower 
including teachers' training/orientation facilities, large-scale expansion of distance 
education, thus providing opportunities to larger segments of population, 
particularly disadvantaged groups like women and people living in hilly and 
backward districts. Encouragement of private sector participation with proper 
checks to ensure maintenance of standard was aimed at, primarily to make higher 
education as far as possible self financing. An upward revision of fee structure 
was also an important consideration. 
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In Uttar Pradesh the two thrust areas with respect to higher education were 
strengthening of existing degree colleges and establishment of new degree 
colleges in unserved backward areas. 
Among the schemes emphasized during the Eighth Plan was the 
establishment of Ambedkar University at Lucknow, establishment of second 
campus of Lucknow University, strengthening of existing colleges, construction 
of buildings of government degree colleges, provision of development and 
matching grants to universities and colleges, establishment of Regional Office of 
UGC at Ghaziabad, etc. Thus though emphasis claimed during the Plan was 
consolidation, the actual Plan priorities were more concerned with expansion. 
The national priorities of the Ninth Plan give overriding importance to 
primary education. Regarding higher education it was felt that the existing 
infrastructure, one of the best in the developing world, would be properly 
nurtured. Emphasis was placed on consolidation and optimal utilization of 
existing infrastructure through institutional networking and sharing of facilities. 
Grants would be linked to performance and fees restructured and community 
involved in generation of additional resources. 
The govenmient of Uttar Pradesh, in tune with the Centre, has sought to 
restrict grants to universities and colleges and has emphasized on raising own 
resources. 
Plan allocations at the Centre allotted 24 percent to the Social sector, 
which, however got reduced in subsequent Plans and was 18 percent in the Eighth 
Plan. Of this 7.6 percent was allotted to education, which also got reduced to as 
low as 2.6 percent in the Sixth Plan but rising subsequently to 4.5 percent in the 
Eighth Plan. In absolute terms expenditure has increased enormously since the 
First Plan when it was Rs.l49 crores. Outlay for the Eighth Plan was a high figure 
of Rs.l9, 600 crores. Expenditure on higher education which was only 14 crores 
in the First Plan enormously increased to Rs. 1516 in the Eighth, though as a ratio 
of educational expenditure it was almost the same at 9 percent and 8 percent 
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respectively. From Second Plan onwards the ratio increased, with a high 25 
percent of educational Expenditure being devoted to higher education in the 
Fourth Plan. It then registered a continuous decline to 19 percent in the Seventh 
Plan and 8 percent in the Eighth Plan. 
The trends in Uttar Pradesh with respect to plan expenditure on education 
are the same as at the national level. Allocation to social services fell from 29 
percent in the First Plan to 14 percent in the Sixth, then recovered to 19.5 percent 
in the Eighth Plan. Expenditure on education likewise declined from 12 percent in 
the First Plan to a low of less than 3 percent in the sixth Plan. Subsequently it 
increased to 8.5 percent in the Eighth Plan. In absolute terms expenditure on 
education increased from 18 crores in First Plan to Rs. 1839.75 crores in Eighth 
Plan. Of this the major amount 50 percent or more has gone to elementary 
education. Even as late as the Sixth Plan, less than Rs.30 crores was devoted to 
higher education. In percentage terms, during major part of the Plan period 10 
percent or less has been devoted to higher education, while outlay on higher 
education for Eighth Plan was 16.5 percent, expenditure came to only 7.3 percent. 
Schemes introduced during the Ninth Plan for development of higher 
education include expansion of existing colleges by infrastructural support, 
encouraging establishment of non-government colleges, introduction of 
vocational courses, establishment of an affiliating university at Noida, creation of 
accommodation ^cilities for teaching and non-teaching staff at block, tehsil and 
district level, constructing ten hostels for women students, particularly in rural 
areas, etc. The government of Uttar Pradesh has assigned an outlay of Rs.l60 
crores for implranenting various schemes in the Ninth Plan. 
********** 
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Chapter V 
Certain Inter-State 
Comparisons 
CERTAIN INTER-STATE COMPARISONS 
Economics of higher education has been a subject of interest almost in all 
countries of the world. In fact, the role of higher education is more important in 
backward and developing countries than in the industrial and advanced countries 
of the world. The reason is that as long as natural resources are less or under 
utilized and human skills and capabilities are yet to get their full expression, 
higher education assumes still greater significance. This is the reason that social 
returns to higher education are found greater in developing societies than in the 
developed nations. 
Higher education shapes and gives perfection to human capital by 
increasing its skill and dexterity. Thus, now human capital, defined as the stock of 
valuable and relevant knowledge built up in the process of education and training, 
is supposed to sustain economic development of a countn.-. If a region wise 
analysis were attempted then it would be found that the role of human capital is 
stronger in relatively poorer regions of the world where its possible potentialities 
can be better utilized. 
As Table 5.1 would reveal the contribution of human capital to economic 
growth is most outstanding in South Asia as compared to other regions of the 
world. For South Asia the percentage contribution of human capital is 76 as 
against 67 for the high-income countries. It is lowest for primary goods exporters 
- the countries that are still in primitive stage and where the system of higher 
education is yet to take an organized and advanced shape. The contribution of 
human ci^ital is also low for the Middle East and North Africa (39) and the 
Eastern European countries (41). However, its role is very significant in East Asia 
and the Pacific countries, where the relevant figure is 75 percent, almost similar to 
that obtained for South Asia. The world average, it may be mentioned, is 64 
percent. 
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This sets the ground why the study of economics of higher education becomes so 
important in developing countries, and within a country in a relatively backward 
State like Uttar Pradesh in India. 
Table 5.1 
Contribution of Human Capital to Economic Growth 
(Percent share) 
Region Natural Capital Physical Capital Human Capital 
Sub-Saharan Africa 
East Asia and Pacific 
South Asia 
Latin America & 
Caribbean 
Middle East & North 
Africa 
Eastern Europe 
High Income Countries 
Primary Goods Exporters 
Other Developing 
Countries 
WORLD 
52 
12 
9 
35 
32 
43 
17 
44 
28 
20 
17 
13 
15 
15 
29 
16 
16 
20 
16 
16 
31 
75 
76 
50 
39 
41 
67 
36 
56 
64 
Source: Mahbub -ul- Haq and Khadija Haq: Human Development in South Asia-1988, Oxford 
University Press, Karachi, 1998. 
Before an attempt is made to study the comparative position of the States 
in India with regard to selected aspects of economics of higher education, a glance 
is made over the same across the countries of the world. It would be useful to give 
a relative perspective for the analysis of data in subsequent chapters. 
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With due precautions, as is thought usually desirable for such wide 
ranging comparisons, the following attempt to study the position of the economics 
of higher education in developed and developing countries of the world leads to a 
few important conclusions which will be found helpful whenever an attempt is 
made to lay down policy prescriptions v^th regard to economic aspects of higher 
education in Uttar Pradesh, which would be as big as the sixth largest country in 
the world. 
Public Expenditure on Higher Education as a Ratio of GNP 
Government support in providing higher education is important in almost 
all countries of the world. However, expenditure on education as a percentage of 
GNP is much higher in developed than in developing countries. 
First the case of developed countries is taken for discussion. The relevant 
data are given in Table 5.2. As is evident from Table 5.2, among the developed 
countries of the world roughly 5 to 8 percent of GNP is spent on education. In a 
coimtr)' like Denmark 8.2 percent of GNP is spent on education, and Sweden is 
even slightly ahead of Denmark spending 8.3 percent of its GNP on education. 
This is the highest ratio of all the developed countries. In countries like UK and 
USA 5.4 percent of GNP is spent on education. Juxtaposed to these countries the 
figure for India (3.4 percent) looks very low (Table 5.3). 
Table 5.3 shows public expenditure on education as a percentage of 
GNP in developing countries. The dubious distinction of spending largest share of 
GNP on education in the world goes to a small developing country - Saint Lucia, 
which spends 9.8 percent of its GNP on education, and close to it a newly 
independent Asian nation Uzbekistan, which devotes 8.1 percent of GNP to 
education. Even among major developing coimtries ratios in excess of 4 percent 
of GNP is a conunon feature. Brazil, the biggest developing coimtry in Latin 
America and the fifth largest in the world in terms of area spends 5.2 percent of 
its GNP on education. For countries like Estonia and Jamaica the said ratio is in 
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excess of 7 percent. However, still many countries in the developing worid are 
found to spend relatively lesser amount on education as a ratio of their GNP as 
compared to India. The examples are Indonesia (1.4 percent), Turkey (2.2 
percent) and the neighbouring Pakistan spends only 3 percent of its GNP on 
education. Put against these low levels of the relevant ratio, India's figure of 3.4 
percent would look respectable. 
Table 5.2 
Public Expenditure on Higher Education 
(Developed countries vis-a-vis India) 
(1993-96)* 
Country 
Canada 
U.S.A. 
Japan 
Australia 
Netherlands 
U.K. 
France 
Finland 
Germany 
£>enmark 
Italy 
Argentina 
Chile 
Rep. of Korea 
Singapore 
India 
Edu.Expen. 
As % of GNP 
7.0 
5.4 
3.6 
5.6 
5.2 
5.4 
6.1 
7.6 
4.8 
8.2 
4.7 
3.5 
3.1 
3.7 
3.0 
3.4 
Edu. Expen. As % of 
Total Govt. Expen. 
13.5 
14.4 
9.9 
12.9 
8.7 
~ 
11.1 
12.2 
9.5 
13.1 
9.0 
12.6 
14.8 
17.5 
23.4 
11.6 
Higher Education 
As % of Total Edu. 
35.3 
25.2 
12.1 
29.8 
29.9 
23.7 
17.0 
28.8 
22.6 
22.8 
15.0 
21.0 
16.4 
8.0 
34.8 
13.7 
Source: UNDP: Human Development Report 1999. 
*Data refers to the most recent year available during the period specified. 
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Table 5.3 
Public Expenditure on Higher Education 
(Developing Countries) 
(1993-96)* 
Country 
1 
Mexico 
Malaysia 
Columbia 
Estonia 
Brazil 
Jamaica 
Paraguay 
Turkey 
Sri Lanka 
Pakistan 
Syria 
Indonesia 
China 
Congo 
India 
Educational 
Expen. As % of 
GNP 
2 
4.9 
5.2 
4.4 
7.3 
5.2 
7.5 
3.9 
2.2 
3.4 
3.0 
4.2 
1.4 
2.3 
6.2 
3.4 
Educational Expen. 
As % of Total 
Govt. Expen. 
3 
23.0 
19.0 
22.3 
12.9 
18.6 
• • 
8.9 
8.1 
13.6 
7.9 
11.9 
14.7 
11.6 
Higher Education. 
As % of Total 
Education 
4 
17.2 
16.8 
19.2 
17.9 
26.2 
22.4 
19.7 
34.7 
9.3 
13.2 
25.9 
25.1 
15.6 
28.0 
13.7 
Source: UNDP: Human Devel(^ment Report 1999. 
•Data refer to the most recent year. 
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Educational Expenditure as a Ratio of Total Budgetary Expenditure 
From the viewpoint of spending on education as a ratio of total 
Government expenditure, among the developed countries, Singapore (23.4 
percent) tops the list with Republic of Korea (17.5 percent) occupying the second 
place (Table 5.2, column.3). USA sets aside 14.4 percent of its total government 
expenditure for education. Canada spends 13.5 percent of its total government 
budget on education. As against these India's figure is 11.6 percent which is 
higher than the ratios obtained for countries like Japan, France, Germany and 
Italy. 
Developing countries, in general, tend to spend more on education as a 
ratio of their total budget. (Table 5.3 column 3). But for Sri Lanka (8.9 percent), 
Pakistan (8.1 percent) and Indonesia (7.9 percent), all other countries listed in the 
Table spend larger share of their budget on education as compared to India. 
Among developing countries, many of them spend more than one-fifth of 
their public budget on education. Notable among these are Panama, Mexico, 
Estonia, Lithuania, South Africa, Namibia, Botswana and Lesotho. As against this 
effort to spend on education, India's figure of 11.6 percent looks miserable. 
Higher Educational Expenditure as a Ratio of Total Educational 
Expenditure 
One of the indicators to measure any State's effort to promote higher 
education is to see the ratio of the educational budget which is devoted to higher 
education. Looked at firom this point of view, a varied picture is obtained both 
across the developed nations and among the developmg countries. The relevant 
data are given in Column 4 of Tables 5.2 and 5.3. While Canada spends 35.3 
percent of its total educational budget on higher education, the same ratio for the 
Republic of Korea is 8.0 percent. While USA spends 25.2 percent of its total 
educational budget on higher education Japan spends only 12.1 percent. In 
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general, most of the developed countries spend one-fifth to one-fourth of their 
educational budget on higher education. As against this India's figure of 13.7 
percent appears to be too low. 
Among the developing countries, spending more on higher education is a 
priority for many. For instance Venezuela spends 34.7 percent of its educational 
budget on higher education, Congo spends 28 percent and Brazil 26 percent. In 
comparison to these ratios the figure for India (13.7) is surely low, though several 
major developing countries spend even lesser amounts on higher education viz.: 
Sri Lanka (9.3), Bangladesh (7.9) and Pakistan (13.2). 
Trends in Educational Expenditure 
Apart fi-om looking at the compositions of educational expenditure and the 
share devoted to higher education, if an attempt is made to study the trends in the 
educational expenditure over the last 10-12 years, it would be observed, that for 
most of the countries there has been a relative increase in the allocations for 
education. It is evident from the data given in Table 5.4 and Table 5.5 depicting 
the trends in expenditure on education as a ratio of GNP in developed countries 
and in the developing countries. In most of the developed countries shown in 
Table 5.4, the expenditure on education as percentage of GNP has either increased 
or remained constant since 1985 to 1996. The coimtries in which expenditure on 
education as a ratio of GNP has gone up are Canada, USA, France, Finland, 
Denmark, Spain and Uruguay. In countries where it remained constant are 
Australia and Israel (not listed in the Table). The countries where the ratio has 
gone down over the said period are Netherlands, Italy, Republic of Korea and 
Chile. Incidentally in IncUa this ratio has remained constant during the period 
mentioned above. It stood at 3.4 percent in both the years, (i.e., 1985 and 1996 as 
per the data of the UNDP). 
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Table 5.4 
Trends in Public Expenditure on Education 
as a Ratio of GNP 
(Developed Countries vis-a-vis India) 
(Percentage) 
Country 
1. Canada 
2. USA 
3.Japan 
4. Australia 
5. Netherlands 
6. UK 
7. France 
8. Finland 
9. Germany 
10. Denmark 
11. Italy 
12. Spain 
1 S.Republic of Korea 
14. Chile 
15. Uruguay 
16. INDIA 
Years 
1985 
6.6 
4.9 
4.9 
5.6 
6.4 
4.9 
5.8 
5.4 
5.4 
7.2 
5.0 
3.3 
4.5 
4.4 
2.8 
3.4 
1996 
7.0 
5.4 
3.6 
3.6 
5.2 
5.4 
6.1 
7.6 
4.8 
8.2 
4.7 
4.9 
3.7 
3.1 
3.3 
3.4 
Source: UNDP: Human Development Report 1999, Oxford 
University Press, New Delhi, 1999. 
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Table 5.5 
Trends in Public Expenditure on Education 
as a Ratio of GNP 
(Developing Countries) 
(Percentage) 
Country 
Mexico 
Malaysia 
Columbia 
Thailand 
Russian Federation 
Brazil 
Jamaica 
Turkey 
Sri Lanka 
Jordan 
Zambia 
Bangladesh 
Pakistan 
South Africa 
China 
INDIA 
Year 
1985 
3.9 
6.6 
2.9 
3.8 
3.2 
3.8 
5.7 
1.8 
2.6 
5.5 
4.7 
1.9 
2.5 
6.0 
2.5 
3.4 
1996 
4.9 
5.2 
4.4 
4.1 
4.1 
5.2 
5.2 
2.2 
3.4 
7.3 
2.2 
2.9 
3.0 
7.9 
2.3 
3.4 
Source: UNDP: Human Development Report 1999, Oxford University 
Press, New Delhi, 1999. 
Among the 15 developing countries, listed in Table 5.5 in as many as 12 
countries the relative expenditure on education (as a ratio of GNP) has gone up 
and in three of them (viz. Malaysia, China and Zambia) it has declined in 1996 
over 1985. As mentioned above, in India this ratio has remained constant -
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though the needs of the higher education sector have been increasing over time 
regularly in this country 
Public and Private Financing 
The relative share of public finance and private finance in education (and 
higher education) for selected developed and developing countries is given in 
Table 5.6. 
Table 5.6 
Share of Public and Private Finances in Financing Education in 
Selected Developed and Developing Countries (1994) 
(Percentages) 
Country 
Canada 
USA 
Australia 
Japan 
Korea 
Denmark 
France 
Germany 
Netherlands 
Portugal 
Spain 
Sweden 
U.K. 
India+ 
Indonesia+ 
Kenya* 
Uganda** 
Venezuela 
Primary & Secondary 
Public 
94.4 
90.9 
88.7 
93.6 
75.2 
97.9 
92.6 
75.7 
96.4 
100.0 
87.8 
99.8 
-
-
~ 
-
~ 
~ 
Private 
5.6 
9.1 
11.3 
6.4 
24.8 
2.1 
7.4 
24.3 
3.6 
0.0 
12.2 
02 
— 
-
-
-
-
-
Higher 
Public 
90.8 
48.4 
74.7 
46.4 
16.0 
99.5 
83.4 
90.4 
98.0 
100.00 
78.1 
93.1 
100.0 
-
-
~ 
-
~ 
Private 
9.2 
51.6 
25.3 
53.6 
84.0 
0.5 
16.6 
9.6 
2.0 
0.0 
21.9 
6.9 
0.0 
-
-
-
~ 
-
AI 
Public 
93.2 
74.5 
83.9 
77.2 
59.4 
94.0 
91.3 
77.7 
97.0 
100.0 
85.4 
98.2 
~ 
89.0 
62.8 
62.2 
43.0 
73.0 
Levels 
Private 
6.8 
25.5 
16.1 
22.8 
40.6 
6.0 
8.7 
22.3 
3.0 
0.0 
14.6 
1.8 
~ 
11.0 
37.2 
37.8 
57.0 
27.0 
Source: World Bank OECD1997 
Note: *1992, •*1989-1990,+1991,++198 
As mentioned earlier in this chapter, public financing has been on the rise 
and the result is that as of now the overwhelming proportion of financing comes 
fi"om public source all over the world. This table shows that but for Uganda in all 
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other countries 60 to 100 percent financing of education is shouldered by public 
source. In Portugal, public financing is responsible for 100 percent support to 
education. Even in a country like USA public source is responsible for 75 percent 
of the educational finance. In countries like Canada and Japan the ratios are much 
higher. In Sweden 98 and in Denmark 97 percent financing of education is done 
by public source. However in Indonesia and Kenya 37 and 38 percent financing 
(respectively) is on the shoulders of private fmance. As compared to these varied 
figures, the situation in India is that 89 percent of educational finance comes from 
public sources and the remaining 11 percent is the share of private sources. 
Higher Education Enrolment Ratio 
One of the reasons why the need for funds is increasing fast in higher 
education is the increasing number of students joining the higher education sector. 
Most of the campuses in U.P. (as in other parts of the country) present a very 
crowded view and the rate of growth of students (as given in Chapter III) in 
higher education has been highest in U.P. as compared to the rate of increase in 
the same at other levels of education. However, despite this increase, if we look at 
the national picture we find that in India still a very small percentage of students 
(as a ratio of this age-cohort) attend institutions of higher education. This ratio 
(i.e., enrolment ratio) in higher education is still under 7 percent in India whereas 
it is almost universal (hundred percent) in Canada and more than 80 percent in 
USA. Even in developing countries like Philippines and Thailand, the said 
enrolment ratio is above 20 percent. In coiintries like Indonesia, Malaysia, 
Mexico, Brazil and Columbia, it is well above ten percent. In comparison to these 
India's figure of 6.4 percent is very low (vide Table 5.7). 
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Table 5.7 
Gross Enrolment Ratio in Higher Education in Selected 
Developed and Developing Countries 
(Percent) 
Country 
Developed Countries 
Canada 
USA 
Australia 
Finland 
New Zealand 
Norway 
France 
Netherlands 
United Kingdom 
Spain 
Denmark 
Austria 
Germany 
Sweden 
Italy 
Japan 
Belgium 
Bulgaria 
Singapore 
Switzerland 
Hong Kong 
Year 
1995 
1993 
1994 
1995 
1994 
1995 
1994 
1993 
1993 
1994 
1994 
1994 
1994 
1994 
1994 
1994 
1994 
1995 
1995 
1995 
1994 
1993 
Ratio 
51.0 
102.9+ 
81.1 
71.7 
66.9 
58.2 
54.5 
49.6 
48.9 
48.3 
46.1 
45.0 
44.8 
42.7 
42.5 
40.6 
40.3 
39.4 
39.4 
33.7 
31.8 
21.9 
Country/Region 
Developing Countries 
Asia's-
South Korea 
Philippines 
Thailand 
Indonesia 
Malaysia 
India 
China 
Sri Lanka 
Bangladesh 
Pakistan 
Africa 
Nigeria 
Zambia 
Kenya 
Ghana 
Tanzania 
Latin America* 
Mexico 
Columbia 
Brazil 
Year 
1995 
1995 
1995 
1994 
1995 
1994 
1994 
1995 
1995 
1995 
1990 
1991 
1995 
1993 
1994 
1990 
1990 
1995 
1995 
1991 
1995 
1994 
Ratio 
8.9 
9.7 
52.0 
27.4 
20.1 
11.1 
10.6 
6.4 
5.3 
5.1 
4.4 
3.0 
5.6 
4.1 
2.5 
1.6 
1.4 
0.5 
17.3 
14.3 
17.2 
11.3 
Source: UNESCO: UNESCO Statistical Yearbook 1997. 
Note : * Latin America and the Caribbean; @ ttie regional average for Asia and also includes 
advanced countries like Japan and Hong Kong; + Gross enrolment ratio can be marginally 
higher than 100. 
Among the three regional averages given in the Table 5.7 (viz. Asia, 
Africa and Latin America), it is only the average for Africa, vs^ch is lower than 
India's enrolment ratio in higher education. The average higher education 
enrolment in Asia (9.7 percent) is much higher than the Indian average (6.4 
percent) whereas the average for Latin American countries is far ahead (17.3 
percent) as compared to that of India. From a comparative point of view, even 
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Africa though at a lower position with a figure of 5.6 percent is not far behind the 
Indian average. 
This analysis raises several issues and poses more challenges before the 
task of financing higher education in this country and in the State of U.P., which 
has the largest number of universities in India. For instance, by all likelihood the 
enrolment ratio is to increase faster in the near future and then it would be much 
more difficult to mobilize resources to meet that increased demand. The present 
low level of higher education enrolment in India, interalia, indicates the low level 
and poverty ridden standards of living of the people, due to which they have not 
been able to send their wards to degree colleges and universities. 
In the socio-economic environment that exists in India and in U.P., as of 
now, it can well be expected that if enrolment in higher education increases, it is 
only the people from the lower sections of population who are more expected to 
join degree colleges and universities, as the wards of upper middle or rich classes 
are already enrolled in these institutions. If it so happens, the problem will be two 
folds, to make available more resources to institutions of higher learning, and at 
the same time not to burden financially the new entrants in higher education who 
will comprise students mostly from poorer families. Thus, the initiative (proposal) 
of the U.G.C. to internalize the cost of higher education by having "payment" 
seats (as discussed in chapter VI) will go against the interest of the new entrants 
to higher education system. In other words, due to fiscal constraints public 
resources will not be forthcoming for higher education in desired amount, and 
shifting the financial burden on the shoulders of students may not be politically 
feasible, at least in the near fiiture. 
Educational ^xpeaditure as a Ratio of State Domestic Product (SDP) 
Just as at the international level educational expenditure as a ratio of GNP 
is an indicator of the country's capacity to promote education, so at the State level 
within the country, educational expenditure of the State as a percent of the State 
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Domestic Product (SDP) is an indicator of the State's capacity to promote 
education within the State. Table 5.8 gives a comparative picture of the States in 
India in this regard. In 1993-94 (the year for which latest comparable data for all 
the States are available, there were as many as four States in India (viz.: Manipur, 
Mizoram, Sikkim and Tripura), which were spending on education in their States 
an amount which was in excess of 10 percent of their SDP. Andhra Pradesh, 
Himachal Pradesh, Jammu and Kashmir, Kerala and Nagaland spent more than 6 
percent of their SDP on education. The relevant figure for U.P. stood at 3.72 
percent for that year. Only Punjab, Madhya Pradesh, Maharashtra, Haryana and 
Delhi were the other States in that year which spent relatively lesser amount on 
education. Even Bihar, Orissa and Rajasthan which are educationally more 
backward States of India also spent relatively larger share (4.16, 4.89 and 4.88 
percent) on education (as compared to U.P.) in 1993-94. In 1994-95, for which 
data for all States are not available, U.P. still appears to rank very low with a 
figiure of 3.70 percent. In this year among all the States for which data are 
available, Andhra Pradesh occupies the top position with a figure of 7.77 percent, 
and Haryana and Delhi with figures of 2.41 percent and 2.25 percent respectively 
are at the bottom. A glance at the Table would reveal that the expenditure ratio in 
U.P. increased fi-om 3.11 percent in 1985-86 to 3.70 percent in 1994-95. Other 
States, which also recorded an increase in this ratio, are: Anmachal Pradesh (7.05 
to 7.77), Assam (4.16 to 5.84), Bihar (4.14 to 4.57), Himachal Pradesh (5.95 to 
8.55), Kamataka (3.60 to 3.66), Madhya Pradesh (3.60 to 3.22), Manipur (9.59 to 
10.48), Meghalaya (6.05 to 8.55), Orissa (2.71 to 4.61).Rajasthan (4.32 to 4.88), 
Sikkim (9.55 to 13.15), Tamil Nadu (3.84 to 4.17), Tripura (8.47 to 10.78) and 
West Bengal (3.39 to 3.52). The States which recorded a downward trend in the 
said ratio during the period shown in the table are Andhra Pradesh (3.95 to 3.27), 
Goa (5.53 to 5.11), Gujarat (3.89 to 3.31), Haryana (2.62 to 2.41), Kerala (6.32 to 
6.22), Maharashtra (3.02 to 2.70), Mizoram (12.46 to 11.43), Nagaland (11.35 to 
9.41), Punjab (2.79 to 2.33) and Delhi (2.80 to 2.25). 
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Table 5.8 
Budgetary Expenditure on Education by 
Education Department of States as Percentage of SDP 
STATES / U.Ts. 
Andhra Pradesh 
Arunachal Pradesh 
Assam 
Bihar 
Goa 
Gujarat 
Haryana 
Himachai Pradesh 
Jammu &Kashmir 
Kamataka 
Kerala 
Madhya Pradesh 
Maharashtra 
Manipur 
Meghalaya 
Mizoram 
Nagaland 
Orissa 
Punjab 
Rajasthan 
Sikkim 
Tamil Nadu 
Tripura 
Uttar Pradesh 
West Bengal 
Delhi 
1985-86 
3.95 
7.05 
4.16 
4.14 
5.53 
3.89 
2.62 
5.95 
4.66 
3.60 
6.32 
3.05 
3.02 
9.59 
6.05 
12.46 
11.35 
2.71 
2.79 
4.32 
9.55 
3.84 
8.47 
3.11 
3.39 
2.80 
1990-91 
3.17 
7.90 
4.95 
5.28 
6.46 
3.68 
2.59 
7.25 
5.17 
3.79 
6.25 
3.29 
2.98 
9.34 
7.04 
13.89 
8.38 
4.60 
2.97 
4.36 
11.74 
4.48 
11.28 
4.28 
4.29 
2.90 
1993-94 
3.22 
7.56 
4.89 
4.16 
6.15 
4.01 
2.55 
8.34 
9.39 
3.97 
6.07 
3.28 
2.85 
10.48 
8.55 
11.43 
9.41 
4.89 
2.63 
4.88 
13.15 
4.17 
10.78 
3.72 
3.81 
2.37 
1994-95 
3.77 
7.77 
5.84 
4.57 
5.11 
3.31 
2.41 
6.55 
NA 
3.66 
6.22 
3.22 
2.70 
NA 
7.11 
NA 
NA 
4.61 
2.33 
NA 
NA 
3.61 
NA 
3.70 
3.52 
2.25 
Source: Government of India, Ministry of HRD, Budgeted Educational 
Expenditure in India for Selected Years. NA = Not available 
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It would be instructive to have a glance over the trends in the same ratio in 
selected States over the period of 1960-61 to 1980-81. The data are given in 
Table 5.9 which would reveal that Kerala (which is educationally the most 
advanced State of India) was far ahead of the other States from the viewpoint of 
educational expenditure as a ratio of SDP throughout the above mentioned period. 
In 1960-61 none of the States could reach even 2 percent level whereas Kerala 
returned a figure of 3.5 percent. In that year the relevant ratio for U.P. was just 1.0 
percent. In 1980-81 when other States spent between 2.5 to 3.5 percent of their 
SDP on education, Kerala posted a figure of 5.7 percent - a level, which has not 
yet been reached, in many States. 
Table 5.9 
Budgetary Expenditure on Education as Percentage of 
SDP (Selected States) 
(Percentage) 
State 
Uttar Pradesh 
West Bengal 
Rajasthan 
Gujarat 
Maharashtra 
Tamil Nadu 
Kerala 
1960-61 
1.0 
1.3 
1.9 
1.4 
1.4 
1.6 
3.5 
1968-69 
1.5 
1.7 
3.2 
2.0 
2.2 
2.7 
4.1 
1980-81 
2.5 
3.0 
3.5 
2.6 
2.4 
3.6 
5.7 
Source: I. Lakdawala, D.T. and Shah, K.R..- Educational Expenditure in Gujarat, 
Ahmedabad, 1978. II. Government of India: Expenditure on Education 1980-81 to 
1982- 83, Ministry of Education, New Delhi. 
In fact in 1960, Uttar Pradesh having a ratio of 1.0 percent of the 
educational expenditure to SDP was not very uncommon. As Table 5.10 would 
reveal that in many neighbouring coimtries of India, the ratio of educational 
expenditure to their GNP was also in the neighbourhood of 1.0 percent, even 
much less than that. In 1980 the figure returned by U.P. of 2.5 percent was better 
than what was obtained analogously at the national level in the neighbouring 
coimtries. 
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Table 5.10 
Public Expenditure on Education as a Ratio of GNP 
Over the Years in South Asian Countries 
(percentages) 
Country 
India 
Pakistan 
Bangladesh 
Nepal 
Sri Lanka 
Bhutan 
Maldives 
South Asia 
1960 
2.3 
1.1 
0.6 
0.4 
3.8 
NA 
NA 
2.0 
1980 
2.8 
2.0 
1.5 
1.8 
2.7 
NA 
NA 
2.6 
1990 
3.5 
3.4 
2.0 • 
2.0 
2.7 
3.7 
9.2 
3.4 
1993-94 
3.8 
2.7 
2.3 
2.9 
3.2 
NA 
8.1 
3.5 
Source: Same as in Table S.l 
NA indicates not available 
Like Kerala State in India, Sri Lanka among the South Asian countries had 
achieved a ver>' high level of educational expenditure as a percentage of its GNP 
(3.8 percent) even in 1960, which helped it to attain remarkable educational 
development in subsequent decades. Though in 1980 and 1990 the Sri Lankan 
ratio came down from 3.8 percent in 1960 to 2.7 percent in each of these years, it 
improved to 3.2 percent by 1993-94. Thus what is true of Sri Lanka in case of 
South Asian countries is also true of Kerala in case of the Indian States - starting 
with a higher ratio (inter alia) to achieve the goals early. 
Educational Expenditure as Ratio of State Budget 
So far as the analysis of educational expenditure as percentage of total 
State budget is concerned yttar Pradesh is placed almost at the national average 
(of all States and Union Territories). The related data are given in Table 5.11, 
v^ch shows that Uttar Pradesh has been spending about one-fifth of its budget on 
education. In 1985-86 the relevant figure was 20.75 percent and in 1996-97 (BE) 
the same stood at 19.98 percent. Viewed from this angle, Delhi tops the list with 
27.23 percent figure and Assam ranks second with 27.14 percent mark. Among 
the major States Kerala spends 25.04 percent of its total budget on education. 
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while Rajasthan with 23.9 percent is very close to Kerala in spending but far 
behind in literacy. West Bengal spends 23.02 percent of its budget on education. 
Among the States, which spend lesser proportions of the total budgetary 
expenditure on education, are Goa (14.52), Haryana (12.95), Mizoram (14.81), 
Nagaland (13.05) and Sikkim (4.94). 
During the period 1985-86 to 1996-97, the percentage expenditure on 
education of the total State budget has gone up in the following States - Arunachal 
Pradesh (11.06 to 15.14), Assam (22.57 to 27.14), Himachal Pradesh (17.89 to 
18.52), Janmiu and Kashmir 15.10 to 15.93), Kamataka (17.72 to 18.00), Manipur 
(22.90 to 25.17), Meghalaya (15.34 tol9.88), Orissa (16.84 to 20.12), Rajasthan 
(21.99 to 23.90) and Tripura (21.13 to 21.97). Major declines have occurred in 
case of Goa (17.65 to 14.52), Haryana (17.72 to 12.95), Kerala (28.44 to 25.04) 
and Sikkim (13.91 to 4.94) in the ratio of educational expenditure to total 
budgetary expenditure. Madhya Pradesh recorded only a marginal decline from 
17.79 to 17.29 percent. Another important feature of this Table is that for many 
States the trend of rise or fall in the said ratio is not very consistent. There have 
been yearly ups and down indicating the adhocism in allocation of budgetary 
funds to education. For instance in the case of West Bengal the ratio was 23.57 
percent in 1985-86, which increased to 26.43 in 1990-91 to come down again to 
23 percent level in the following years. The ratio in U.P. had deteriorated from 
21.81 percent in 1990-91 to 17.46 percent in 1993-94 and revived up again to 
almost 20 percent level, by the year 1996-97, which prevailed for most of the 
years, shown in the table. 
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Table 5.11 
Budgetary Expenditure on Education as Percentage of 
Total Budget in Different States 
States/U.Ts. 
2 
Andhra Pr. 
Aninachal Pr. 
Assam 
Bihar 
Goa 
Gujarat 
Haryana 
Himachal Pr. 
J&K 
Kamataka 
Kerala 
Madhya Pr. 
Maharashtra 
Manipur 
Meghaiaya 
Mizoram 
Nagaland 
Orissa 
Punjab 
Rajasthan 
Sikkim 
Tamil Nadu 
Tripura 
Uttar Pradesh 
West Bengal 
Delhi 
1985-86 
3 
19.06 
11.06 
22.57 
24.41 
17.65 
23.88 
17.72 
17.89 
15.10 
17.72 
28.44 
17.49 
17.79 
22.90 
15.34 
14.88 
13.48 
16.84 
20.05 
21.99 
13.91 
21.46 
21.13 
20.75 
23.57 
35.79 
1990-91 
4 
17.96 
14.27 
22.93 
24.51 
24.00 
21.76 
16.40 
18.71 
14.80 
19.66 
26.95 
18.44 
19.49 
18.67 
17.99 
13.28 
11.15 
20.29 
19.79 
22.90 
18.61 
22.37 
20.62 
21.81 
26.43 
28.36 
1992-93 
5 
18.36 
14.76 
26.01 
20.14 
21.03 
17.78 
17.61 
19.97 
11.33 
19.07 
24.54 
17.69 
19.88 
26.27 
18.45 
14.89 
10.58 
20.03 
17.10 
20.81 
16.30 
18.01 
22.33 
19.48 
23.81 
29.36 
1994-95 
6 
17.43 
14.60 
25.95 
21.06 
19.80 
20.41 
8.32 
17.47 
14.33 
19.37 
26.24 
17.12 
20.24 
24.51 
18.77 
14.14 
12.24 
19.91 
11.86 
21.28 
7.39 
19.41 
21.20 
18.95 
22.96 
28.71 
1995-96 
(RE) 
7 
16.08 
13.40 
24.78 
22.22 
14.81 
21.48 
11.46 
18.43 
16.70 
18.85 
26.08 
16.96 
20.71 
24.40 
19.65 
13.58 
11.63 
20.32 
17.71 
20.13 
5.22 
20.43 
20.39 
16.25 
22.88 
25.32 
1996-97 
(BE) 
8 
16.16 
15.14 
27.14 
24.82 
14.52 
20.87 
12.95 
18.52 
15.93 
18.00 
25.04 
16.29 
17.29 
25.17 
19.88 
14.81 
13.05 
20.12 
16.81 
23.90 
4.94 
20.40 
21.97 
19.98 
23.02 
27.23 
Source: Budgetary Expenditure on Higher Education, Ministry of HRD, Government of India, New 
Delhi, 1996-97. 
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Per Capita Educational Expenditure 
Total expenditure on education in any State is not as good an indicator as 
per capita educational expenditure for purposes of comparison. Therefore inter-
state comparison in terms of per capita educational expenditure is attempted 
below. 
Per capita educational expenditure in Rupees for 15 major States of India 
is given in Table 5.12, which depicts the data jfrom 1985-86 to 1996-97. A glance 
over the columns of this table would reveal thai U.P. with a figure of R5.62 stood 
at rank 14 (in the list of 15 States) in 1985-86 whereas Kerala was on top with per 
capita expenditure of Rs.l48. Thus only Orissa was below U.P. with a figure of 
Rs.58. However, in 1991-92, per capita expenditure on. education in Orissa 
jumped to Rs.l68 while for U.P. the per capita expenditure increased to Rs.l41, 
and was the lowest among the States for that year. The State of U.P. has the 
dubious distinction of maintaining its low position throughout the years shown in 
the Table. In 1994-95, for which accounts figures are available, U.P. again ranked 
14* with Rs.l97 as the per capita educational expenditure and Kerala again 
topped the list with R5.444. In 1996-97 (BE), Kerala maintained its top berth 
among the States of India with Rs.629 as per capita expenditure on education and 
U.P. remained at Rank 14 with a figure of Rs.269. In 1996-97 U.P. left behind 
only Bihar (Rs.260). It is interesting to note that most of the States have 
maintained their ranks (relative position) among the 15 States shown in the Table 
depicting per capita educational expenditure in the States concerned. This is 
because the States in general recorded similar growth rates in their per capita 
educational expenditure over the years. For instance, in case of Kerala this growth 
rate (average annual) fix)m 1985-86 to 1996-97 has been of the order of 29.5 
percent while U.P. recorded a growth of 30.3 percent, Bihar 27.3 percent, and 
Orissa 52.2 percent (and it was thus able to improve its relative position from 15*"^  
in 1985-86 to 10* in 1996-97), Kamataka 27.4 percent, Madhya Pradesh 38.1 
percent (and was just able to maintain its 13* rank over the years.) 
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Table 5.12 
Per Capita Budgetary Expenditure on Education 
in Major States 
(In Rupees; 
States 
Andhra Pr. 
Assam 
Bihar 
Gujarat 
Haryana 
Kamataka 
Kerala 
Madhya Pr. 
Maharashtra 
Orissa 
Punjab 
Rajasthan 
Tamil Nadu 
UttarPr. 
West Bengal 
1985-86 
89(9) 
96(7) 
65(12) 
123(3) 
102(5) 
91(8) 
148(1) 
63(13) 
113(4) 
58(15) 
125(2) 
85(11) 
100(6) 
62(14) 
88(10) 
1991-92 
167(12) 
234(6) 
144(14) 
249(5) 
212(7) 
206(8) 
280(1) 
146(13) 
257(3) 
168(11) 
270(2) 
195(9) 
255(4) 
141(15) 
190(10) 
1993-94 
205(11) 
328(2) 
152(15) 
313(5) 
257(9) 
265(7) 
373(1) 
174(13) 
316(3) 
204(12) 
316(3) 
261(8) 
298(6) 
159(14) 
226(10) 
1995-96 
(RE) 
259(10) 
364(4) 
195(15) 
378(3) 
292(12) 
357(6) 
507(1) 
219(13) 
335(7) 
256(11) 
382(2) 
331(8) 
360(5) 
202(14 ) 
310(9) 
1996-97 
(BE) 
362(11) 
498(3) 
260(15) 
481(4) 
418(8) 
429(7) 
629(1) 
327(13) 
466(6) 
378(10) 
501(2) 
397(9) 
470(5) 
269(14) 
332(12) 
Source: Same as Table S.l 1 
Note: Figures in brackets show the rank of per capita expenditure of a State on education. 
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If we go back to the decade of 1960s and 1970s then also we find that U.P. 
lagged behind in terms of per capita educational expenditure. The relevant data 
for selected States from 1962-63 to 1980-81 are given in Table 5.13, which 
reveals that in 1962-63, U.P. spent Rs.3.40 per capita on education while Kerala 
spent Rs. 10.90, the highest among the States in that year also. 
Table 5.13 
Per Capita Educational Expenditure in Selected States 
(1962-63 to 1980-81) 
(In Rupees) 
State 
Assam 
Bihar 
Gujarat 
Kerala 
Maharashtra 
Rajasthan 
Tamil Nadu 
UttarPr. 
West Bengal 
1962-63 
Expend 
7.20 
3.20 
3.40 
10.90 
5.50 
6.20 
7.50 
3.40 
6.50 
Rank 
2 
8 
7 
1 
6 
5 
3 
7 
4 
1968-69 
Expend. 
-
-
12.20 
22.40 
15.00 
12.50 
14.80 
6.80 
11.30 
Rank 
-
-
5 
1 
2 
4 
3 
7 
6 
1980-81 
Expend. 
40.50 
29.40 
50.90 
83.10 
61.60 
42.10 
48.70 
31.50 
44.60 
Rank 
6 
9 
3 
1 
2 
7 
4 
8 
5 
Source: Same as Table S.9 
In 1962-63 in the list of 9 States, U.P. ranks seventh with Gujarat and in 
1980-81 while Gujarat improved its position going to rank 3, U.P. slipped to 
eighth position among the nine States shown in the table, leaving behind only 
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Bihar. In 1980-81 per capita educational expenditure in U.P, was Rs.31.50 while 
Bihar spent Rs.29.40. Kerala was again on top with an amount of Rs.83.10. 
Thus, the backwardness of U.P. in spending less money (per capita) in 
education is not a recent phenomenon, it has continuously been existing and has 
been one of the reasons for educational backwardness of the State because finance 
is, if not the sufficient, surely a necessarily condition for educational 
development. 
Higher Educational Expenditure as a Ratio of Total Educational 
Expenditure 
If we look at the composition of educational expenditure, i.e., the share of 
higher education in total educational expenditure, we find that in 1994-95, among 
all the States in India, Andhra Pradesh spent the highest amount (as percentage of 
the total) on higher education (21 percent) followed by Kerala, Manipur and 
Orissa, each spending 15 to 16 percent of their total educational allocation on 
higher education (vide Table 5.14) 
Uttar Pradesh spent 8.13 percent of its total educational budget on higher 
education. The States, which spent lower percentages on higher education, are: 
Assam 8.93, Himachal Pradesh 8.26, Nagaland 7.86, Rajasthan 7.72, Sikkim 2.30 
and Tripura 4.95 percent. 
In 1996-97 (BE) among the States, fi-om the viewpoint of percentage 
expenditure on higher education, Andhra Pradesh again topped the list with 19.84 
percent, Kerala and Manipur with 15.25 percent share each, occupied the second 
rank. Uttar Pradesh again remained far behind spending only 7.30 percent of the 
total educational budget on higher education. 
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Table 5.14 
Higher Education Expenditure as a Ratio ofTotal Educational Expenditure in States in India 
Stales 
AndhnPr. 
AnmachalPr 
Assam 
Bihar 
Delhi 
Goa 
Gujarat 
Haiyana 
Himachal Pr. 
}&K 
Kamatalca 
Kerala 
MadhyaPr. 
Maharashtra 
Manipur 
Meghalaya -
Mizoram 
Nagaland 
Orissa 
Punjab 
Rajasihan 
Sikkim 
Tamil Nadu 
Tripun 
UttarPr. 
West Bengal 
1994-95 (Accounts) 
Plan 
3.72 
3.55 
17.57 
1077 
3.00 
4.27 
3J4 
6.15 
7.8! 
2.47 
I7JI 
12.98 
15.01 
9.85 
3.67 
2.08 
2.26 
2.00 
33.99 
7.40 
11.66 
0.43 
5.16 
IJ9 
10.49 
2.95 
Non-
Plan 
344.49 
2.70 
58.20 
148.21 
1.80 
7.89 
133 JO 
67.99 
15.49 
31.21 
1884.00 
I96J5 
136.90 
295.20 
16.04 
7J9 
5.54 
4.92 
91.82 
97.55 
99.18 
0.45 
183.60 
6.02 
227.02 
224.73 
Total 
348.21 
6.25 
75.77 
158.49 
4.80 
12.16 
136.64 
74.14 
23.30 
33.67 
20121 
209J3 
1551.92 
305.05 
19.71 
9.48 
7.80 
6.95 
125.81 
104.95 
110.84 
0.90 
188.76 
7.41 
237.51 
237.69 
V.to 
total 
Educati 
on 
Budget 
21 
9.75 
8.93 
9.74 
1.17 
12.86 
8.87 
14.21 
826 
10.11 
14.30 
15.75 
1U6 
10.18 
15.81 
11.05 
11.90 
7.86 
15.66 
14.65 
7.72 
2J0 
10.09 
4.95 
8.13 
13.57 
1995-96 (RE) 
Plan 
2.51 
IJ9 
37.77 
2.99 
5.79 
4.93 
2.65 
15.72 
8.47 
2.88 
21.73 
14.68 
19.86 
19.61 
5.55 
2.72 
3.93 
1.79 
47.41 
7.12 
16.24 
0.85 
4.89 
1.24 
12.83 
23.67 
Non-
Plan 
35023 
1.82 
54.09 
16829 
2.40 
11.22 
164.06 
74J3 
I7J8 
37.73 
197.61 
238.88 
165.69 
336.26 
I9J5 
12A 
5J9 
3.59 
117.88 
113.57 
II5J8 
0.49 
238i5 
6.86 
231.87 
271.08 
Toul 
352.74 
322 
91.86 
17127 
8.19 
16.15 
166.72 
90.04 
25.85 
40.61 
219.34 
253.56 
185.55 
355.87 
24.90 
9.95 
9J2 
5J8 
16529 
120.69 
131.81 
IJ4 
243.44 
8.10 
244.70 
294.75 
•/.to 
total 
Educati 
on 
Budget 
20.07 
4.74 
9J1 
9.43 
1.70 
!3.77 
9.!9 
14.42 
7.53 
9.67 
13.27 
15.62 
11.46 
9.69 
15.71 
8.41 
I2J2 
5.47 
15.91 
13.46 
7.89 
2.88 
10.98 
4.56 
8.05 
14.15 
(Rs. n Crorcs) 
1996-97 (BE) 
Plan 
4J6 
2.60 
36.15 
4.97 
10.00 
4.88 
2.83 
11.45 
I U 5 
326 
25.95 
I9J8 
16.20 
17.34 
5.04 
3.72 
1.64 
1.79 
52.62 
7.63 
13.05 
0.85 
4.84 
IJ4 
14.83 
17.16 
Non-
Plan 
382.25 
2.02 
81.45 
184.40 
3.19 
9.86 
157.26 
77.74 
20.14 
39.17 
219.46 
253.49 
179.84 
309.76 
20.43 
7.70 
5.50 
3.59 
III JO 
118.15 
123.47 
0.54 
272.46 
7.75 
268.04 
286.07 
Total 
386.61 
4.62 
117.60 
189J7 
13.19 
14.74 
160.09 
89.18 
31.49 
42.42 
245.41 
272.87 
196.04 
327.10 
25.47 
11.42 
7.14 
5J8 
163.92 
125.78 
136.52 
IJ9 
277 JO 
9.09 
282.87 
ziAii 
%to 
total 
Educati 
on 
Budget 
19.84 
4.97 
10.25 
8J4 
2.28 
11.92 
8.40 
13.84 
7.86 
9.84 
12.81 
15.25 
11.10 
9.48 
15.25 
8.83 
9.96 
5.47 
14.70 
13J2 
725 
2.52 
11.23 
421 
7J0 
12.84 
Source: Budgetary Expendilure on Higher Education, Ministry of HRD, Government of India, New Delhi, 1996-97. 
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Plan and Non-plan Expenditure 
Table 5.14 also reveals the comparison of plan and non-plan expenditure 
on higher education. It would be found from the tables that for most of the States, 
Plan expenditure on higher education is very low and bulk of expenditure on this 
level is of non-plan type. In U.P. for instance, 4.4 percent expenditure is of plan 
nature and the remaining 95.6 percent is of non-plan type (in 1994-95). In 1996-
97 (BE), the relevant ratios for U.P. are found to be 5.2 and 94.8 percent 
respectively. However, there are a few States where the ratio of plan expenditure 
to total higher educational expenditure is substantial. For example, in Assam in 
1994-95, plan expenditure was 23 percent and non-plan expenditure 77 percent. 
In Goa, though the absolute amount was relatively small, the share of plan 
expenditure was as high as 35 percent. In Orissa in the same year plan 
expenditure accounted for 27 percent of the total higher education expenditure. 
Similarly, in 1996-97 (BE) figures also few States had relatively larger share of 
plan expenditure in the total higher educational expenditure, viz.: Assam (31 
percent), Himachal Pradesh (36.0 percent) and Orissa (32 percent) 
In the total (of all States and Union Territories) expenditure on higher 
education, the ratio of plan expenditure works out to 8.6 percent for the year 
1996-97 (BE), which stood at 7.6 percent in 1994-95, indicating that on an 
average, plan expenditure is not even 10 percent of the total expenditure on higher 
education. 
Institutions of Higher Education 
Tables 5.15 and 5.16 present the relative position of the distribution of 
institutions of higher education, i.e., universities and colleges among States in 
India. 
From the viewpoint of the number of universities, U.P. is on top among 
the States with 26 universities in 1991-92, followed by Andhra Pradesh 18 and 
Maharashtra 17. On the other hand Assam had only three universities, Punjab and 
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Haryana 4 each and Kerala and Orissa only 5 each. The growth of the universities 
is discussed in detail in Chapter III. 
So far as the distribution of degree colleges among the States is concerned, 
Maharashtra is on top with 661 degree colleges in 1991-92. Bihar with 557 
colleges in the same year occupies the second place. Then come M.P. and U.P. 
with 448 and 431 colleges respectively in the same year. Development of 
collegiate education in U.P. is given in detail in Chapter III. 
On the whole we find that there are significant differences among the 
States in various aspects of economics of higher education. States can learn from 
the experiences of each other. U.P. has more to follow than to offer as an ideal in 
respect of higher education. 
Table 5.15 
Number of Universities in Selected States in India 
(Number) 
States 
AndhraPr. 
Assam 
Bihar 
Gujarat 
Haryana 
Himachal Pr. 
Kamataka 
Kerala 
Madhya Pr. 
Maharashtra 
Orissa 
Punjab 
Rajasthan 
Tamil Nadu 
UttarPr. 
West Bengal 
INDIA 
1984-85 
10 
3 
9 
8 
3 
2 
6 
5 
11 
11 
4 
3 
3 
5 
19 
9 
119 
1989-90 
16 
3 
11 
10 
4 
3 
9 
5 
12 
17 
5 
4 
9 
14 
24 
9 
174 
1990-91 
16 
3 
11 
10 
4 
3 
9 
5 
12 
17 
5 
4 
9 
14 
24 
9 
174 
1991-92 
18 
3 
13 
10 
4 
3 
10 
5 
13 
17 
5 
4 
10 
14 
26 
9 
183 
Source: Government of Uttar Pradesh: Inter State Comparative Statistics 
-1993, ESD, State Planning Institute, 1995, Lucknow. 
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Table 5.16 
Number of Degree Colleges in Selected States 
(Arts, Science & Commerce) 
(Number) 
States 
Andhra Pr. 
Assam 
Bihar 
Gujarat 
Haryana 
Himachal Pr. 
Kamataka 
Kerala 
Madhya Pr. 
Maharashtra 
Orissa 
Punjab 
Rajasthan 
Tamil Nadu 
UttarPr. 
West Bengal 
1984-85 
350 
156 
312 
205 
110 
32 
273 
130 
338 
514 
139 
166 
138 
193 
401 
264 
1989-90 
403 
179 
557 
227 
119 
39 
403 
132 
448 
571 
232 
171 
138 
209 
414 
302 
1990-91 
403 
213 
557 
230 
119 
39 
403 
133 
448 
582 
244 
171 
159 
214 
418 
302 
1991-92 
403 
217 
557 
260 
120 
39 
403 
145 
448 
661 
316 
171 
159 
222 
431 
302 
% increase 
15 
39 
79 
27 
9 
22 
48 
12 
33 
29 
127 
3 
15 
15 
7 
14 
Source: Same as in Table 5.IS 
Summary and Conclusions 
The role of higher education is more important in backward and 
developing countries than in developed ones. Higher education, by improving 
skills gives perfection to human capital. 
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Data reveals that the contribution of human capital is most outstanding 
(higher than worid average) in south Asia compared to other regions of the worid. 
It is low for high-income countries where a sufficiently high level of development 
has been reached. For primary exporters also the contribution of education is low, 
as higher education has to take an organized shape. 
A comparative study of the economics of higher education is attempted to 
be able to make conclusions, which will be helpful in laying down policy 
prescriptions with regard to the same, in Uttar Pradesh. 
Public Expenditure on higher education is much higher in developed than 
in developing covmtries. In developed countries it ranges from 5 to 8 percent of 
GNP while in most developing countries it is low, e.g., India 3.4 percent 
However, in some developing countries the ratio is higher. 
Educational expenditure as a ratio of total government expenditure, is also 
lower in developing than in developed countries. However in some developed 
countries, the percentage is lower, within 10 percent (e.g., Japan, Netherlands, 
Italy and Germany) while in some developing countries it is higher (e.g., Mexico, 
Estonia, Paraguay). 
Expenditure on higher education as percentage expenditure on education 
in developed countries varies from 12.1 percent in Japan to 35.3 percent in 
Canada being largely between 20 and 25 percent. Among the developing 
countries, the percentage in South Asian coimtries is much lower (e.g., India 13.7, 
Sri Lanka 9.3) than in other developing countries (e.g., Indonesia 25.1 percent, 
Syria 25.9 percent and Brazil 26.2 percent). 
Regarding the trends in educatioiud expenditure, data on the last 10 years 
shows that for most developed countries - Canada, U.S.A., U.K., France and 
others, it has gone up, while in some important developed countries - Australia, 
Japan and Germany it has gone down, by small amounts in the last two cases. In 
the case of developing countries, except Malaysia, Jamaica, Zambia and China 
131 
(marginal reduction only), all other countries have shown increases. In India the 
percentage has remained constant, though quite low (3.4) 
The share of public financing of education (in developed and developing 
countries), except in Uganda varies between 60 to 100 percent. In the sub-sector 
of higher education, too, the share is 75 and more except for U.S.A. (48.4 
percent), Japan (46.4 percent) and Korea (16 percent). 
Although the rate of growth of students in higher education is highest in 
Uttar Pradesh as compaied to other states, and within the State compared to other 
levels of education, however, compared to other coimtries, enrolment ratios in 
higher education are very low. In India it is less than 7 percent compared to 
almost 100 percent in Canada, more than 80 percent in USA. Even in developing 
countries like Thailand and Philippines the ratio is above 20 percent. The regional 
average for Asia is 9.7 percent and Latin America 17.3 percent. 
Another relevant parameter of comparison is educational expenditure as a 
ratio of SDP, which in Uttar Pradesh was 3.70 percent in 1994-95. Other states 
spent varying amounts, e.g., Kerala 6.22 percent, Assam 5.84, Tamil Nadu 3.61 
and Maharashtra 2.70 percent only. 
The trend in budgetary expenditure on education as percent of SDP 
between 1960-61 to 1980-81 shows that U.P.'s ratio improved from 1.0 percent to 
2.5 percent. The ratios of other States were higher during the period under 
consideration (Table 5.9). However this low ratio of U.P. does not compare 
unfavourably with some of our neighbouring countries dtiring the period (Table 
5.10). 
Budgetary expenditure on education as percentage of total budget for U.P. 
has been around 20 percent during the last ten years. Twelve (out of twenty five) 
states and Union Territories were spending more than U.P. The percentage for 
U.P. was marginally lower than the average for states and Union Territories for 
most of the years under consideration. 
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Per capita educational expenditure in a State is better for purposes of 
comparison than the total. Among the 15 States for which data has been presented 
(Table 5.12), Uttar Pradesh ranked 14 for all the years except 1991-92 when its 
per capita expenditure was the lowest. Kerala maintained top rank throughout the 
period (1985-86 to 1996-97). Even during the period 1962-63 to 1980-81 (Table 
5.13), per capita expenditure in U.P. was among the lowest out of the nine States 
for which data is available. This has been one of the reasons for educational 
backwardness of Uttar Pradesh. 
Expenditure on higher education as a ratio of total educational expenditure 
in Uttar Pradesh was among the lowest in 1994-95 (Table 5.14) at 8 percent, the 
average for States and Union Territories being 11.5 percent. Andhra Pradesh 
ranked first with 21.0 percent expenditure on higher education while Kerala, 
Manipur and Orissa spent 15 to 16 percent. 
The same table reveals that bulk of the expenditure is non-plan 
expenditure, e.g., Plan expenditure in U.P. in 1994-95 was only 4.4 percent, 
increasing to 5.2 percent only in 1996-97. In some States plan expenditure was 
much higher, e.g., Assam 23 percent and Orissa 27 percent in 1994-95. On an 
average Plan expenditure is not even 10 percent of total educational expenditure. 
The last but not least in importance as a parameter, is the number of 
universities and degree colleges in different States for which relevant data has 
been given for the period 1984-85 to 1991-92. 
The number of universities is highest in Uttar Pradesh and has been so for 
the period under consideration. The number has increased from 19 in 1984-85 to 
26 in 1991-92 vrtiilc in Andhra Pradesh the number increased from 10 to 18, in 
Maharashtra firom 11 to 17, in Madhya Pradesh from 11 to 13 only. 
Regsurding number of degree colleges, U.P. ranked fourth with 
Maharashtra, Bihar and Madhya Pradesh occupying the first three positions. The 
percentage increase in number of colleges for U.P. was only 7, while for 
Maharashtra it was 29, Bihar 79 and Madhya Pradesh 33 percent. 
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Analyzing the above information, it is felt that though Uttar Pradesh has 
the highest population and largest number of universities, other parameters are 
suggestive of backwardness of the higher education system in U.P. Thus U.P. has 
more to learn from the experiences of other States than to offer as an ideal in 
respect of higher education. 
^c#ii^:^:*^HH:* 
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Chapter VI 
Cost of Higher Education 
In Uttar Pradesh 
COSTS OF HIGHER EDUCATION 
IN UTTAR PRADESH 
Costs of higher education in the State of Uttar Pradesh as elsewhere 
assume various forms. They may be real and monetary; explicit and implicit, 
quantifiable or measurable and non-quantifiable and non-measurable. Further, 
firom the viewpoint of ownership it may be said that there are public costs of 
higher education and private costs as well. Without going into the complexity of 
the various concepts of costs in higher education, this chapter concentrates on the 
public costs of higher education measured in terms of public money spent on 
higher education and private costs measured in terms of students' fees and <?n 
analyzing the role of per unit (pupil) costs in the total cost analysis of higher 
education in Uttar Pradesh. 
Composition and analysis of costs of higher education in Uttar Pradesh 
would be helpful in understanding and analyzing the following: 
1. The financial burden on private shoulders and on the goveniment. 
2. The extent to which the capacity of people has been tapped in financing 
higher education, and whether there is any scope for raising fees. 
3.. How unit cost analysis can be used for allocating resources to universities and 
colleges of higher education. 
4. In making policy decisions regarding cost curtailment, better utilization of 
resovirces, etc. 
Under the broad head of economics of education, costs of education as a 
subject of attention of economists may be said to have taken off fi-om the book of 
John Vaizey' who attempted to analyze the costs of British Education in particular 
and also compared it with other coimtries / institutions. Vaizey drew attention 
' John Vaizey: Costs of Education, George Allen and Unwin, London, 1958 
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towards public costs and private costs and also towards opportunity cost (in the 
form of earnings forgone). 
More than a decade later Coombs and Hallak^ undertook the analysis of 
educational costs. They based their study largely on the American system of 
education and compared it with many developed and developing countries. The 
objective of this study was to have cost analysis for assessing the feasibility of 
educational projects and to know the costs and consequences of introduction of 
educational reforms. Coombs also carried out case studies of the educational 
systems in different countries. It is important to note that according to Coombs 
and Hallak educational costs vary not only from one country to another but within 
one country, from one system to another, and also within different educational 
systems. They also found that unit cost of education shows a rising trend in the 
long run. They foimd that cost per unit could be reduced by raising the enrolment 
to an optimal size. But this optimal size of enrolment will be different for 
different levels of education. 
James Maynard^ also undertook a study of costs of higher education in 
USA. He found that the size of institutions is a dominant variable in explaining 
variations in cost per student among similar (of same level) students. 
In India, Lakdawala and Shah in their study^ analyzed costs of education 
in Gujarat State. They found that professional education like Engineering and 
Medicine is costlier than that in Arts, Science, Commerce and Law. They also 
studied cost variation with size of enrolment. 
.^ Coombs, Phillip H.and Hallak ,J.: Managing Educational Costs, I.I.E.P. New Yoik and Oxford 
University Press, London 1972. 
' Maynard ,James.: Economies of Scale of Higher Education. University of Nebraska Press, 
Lincoln, 1972. 
* Lakdawala ,DT and Shah, KR.: Optimum Utilisation of Educational Expenditure in Gujarat, 
Monograph Series No.5, Sardar Patel Institute of Economic and Social Research, Ahmedabad, 
1978. 
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G.D. Sharma^ studied the costs and efficiency of the university system in 
India. He examined the costs in terms of teaching costs (teachers' salary), students 
fees, administrative and supportive services (like library and laboratory) costs, 
i.e., non-teaching costs. He studied costs of higher education in relation to 
enrolments. 
Micro level studies are also available which studied in depth the costs of 
higher education in a particular institution instead of analyzing costs of education 
in a system. For instance, Bottomley's study^ of costs of higher education of 
Bradford University is noteworthy. He found that increase in class size reduced 
cost per student. Bottomley's study also reveals that the total economic cost per 
student varies from course to course. Laboratory based courses are more costly 
than class - room based courses. Substantial economies in teacher costs can be 
gained by enrolment increase. Similarly economies can also be gained by 
changing the teaching structure of courses, i.e., by increasing the teaching load on 
the staff by intensive and extensive use of teaching. 
G.D. Sharma and Mridula studied economics of higher education of Hindu 
College, Delhi.^  It is the study in the economics of an institution, viz., Hindu 
College and analyses unit (per student) costs in various ways, particularly 
teaching and non-teaching costs. It suggests that institutions can improve upon 
their efficiency by utilizing the existing resources more rationally. 
Thus we find that per unit cost of higher education is the standard method 
for analyzing the costs of education, particularly of education systems. To this we 
now turn in relation to the higher education system in U.P. In terms of per unit 
(student) annual expenditure in Uttar Pradesh, higher education is far ahead of 
^ Sharma ,GD.: Institutional Costs of University Education in India. Research Studies No.3, 
Association of Indian Universities, New Delhi, 1980 
* JA Bottomley: Studies in Institutional Management of Higher Education - University of 
Bracfford, OECD, 1972. 
' Sharma ,GD and Mridula: Economics of College Education, A Study of Hindu College, Delhi, 
Association of Indian Universities, E)elhi 1982. 
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other levels of education. This shows that in U.P. higher education is the most 
expensive level of education as compared to its lower levels. 
Private Costs of Higher Education 
As discussed earlier in this thesis, private costs are of two types: voluntary 
and compulsory. Voluntary costs are in the form of costs defrayed by 
endowments and trust funds for higher education. The amount of endowments and 
trust funds is now very small and accordingly per unit voluntary cost in higher 
education in U.P. is also very small. As in 1993-94 per unit voluntary cost was 
Rs.l9 at current prices and Rs.3 only at constant prices of 1970-71 (vide Table 
6.1). Per unit voluntary cost has been almost continuously on a decline during the 
period 1950-51 to 1993-94 (the latest year for which required data are available). 
The only reversal is visible for the year 1970-71 when per imit voluntary cost 
which was Rs.l31 in 1960-61 went up to Rs.l67, only to come down to Rs.38 in 
1979-80 and to Rs.32 in 1986-87. This is the situation in terms of current prices. 
When the figures are converted to constant prices (1970-71 = 100), then the sharp 
decline in per unit private cost is visible more clearly. At constant prices, per unit 
amount came down from Rs.388 in 1950-51 to Rs.l67 in 1970-71 and to Rs.l9 in 
1979-80. In subsequent years as shown in Table 6.1 it further went down to Rs.9 
in 1986-87 and reduced to just Rs.3 in 1993-94. The index of growth of per pupil 
voluntary cost at current prices came down from 100 in 1950-51 to 9 in 1993-94 
and the index of growth of the same at constant prices plummeted from 100 in 
1950-51 to just 1 in 1993-94. It gives an idea of the minimal support of the total 
cost of higher education by private voluntary sources. 
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Table 6.1 
Per Unit Voluntary Cost in Higher Education 
in Uttar Pradesh 
(Endowments and Other Private Sources) 
(In Rs.) 
Year 
1950-51 
1960-61 
1970-71 
1979-80 
1986-87 
1993-94 
Per unit 
voluntary cost at 
current prices 
204 
131 
167 
38 
32 
19 
Index of 
growth 
100 
64 
82 
19 
16 
9 
Per unit 
voluntary cost at 
constant prices 
388 
238 
167 
19 
9 
3 
Index of growth 
100 
61 
43 
5 
2 
1 
Source: Computed on the basis of data obtained from Directorate of Higher Education in U.P. for 
various years. Note: Data are rounded to nearest Rupee. 
The amount of per unit private cost in the form of fees is relatively more 
substantial (as compared to voluntary costs) but still very small in comparative 
terms (comparative to public costs per unit). The data related with per unit private 
(compulsory) costs (fees) are given in Table 6.2, which reveals the following: 
i. Per unit private cost at current prices stood at Rs.l46 in 1950-51 and 
subsequently came down to Rs.ll9 in 1993-94 (which is the lowest 
level for all the years shown in the Table), 
ii. The highest amount of per unit private cost was reached in 1970-71 
when its amount stood at Rs.346. 
iii. The data shows a rising trend from 1950-51 showing increasing share of 
private costs but the Table exhibits a downward trend from 1970-71 
onwards indicating lesser burden on private shoulders. 
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iv. Per unit private cost at constant prices stood at R5.279 (measured in 
terms of the base year prices of 1970-71 and viewed thus, it came down 
to Rs.l7 in 1993-94 which is the lowest amount for all the listed years. 
V. In terms of constant prices the highest amount of per unit cost is noticed 
for the year 1960-61 when the amount stood at Rs.349, which came 
down to Rs.346 in 1970-71. 
vi. There has been a very sharp decline in this amount from 1970 onwards. 
The relevant figure came down to Rs.83 in 1979-80, Rs.44 in 1986-87 
and Rs.l7 in 1993-94. 
Table 6.2 
Per Unit Private Cost (Fee) in Higher Education 
In Uttar Pradesh 
Year 
1 
1950-51 
1960-61 
1970-71 
1979-80 
1986-87 
1993-94 
Per unit fees at 
current prices 
2 
146 
192 
346 
167 
158 
119 
Index of 
growth 
3 
100 
132 
237 
114 
108 
82 
Per unit fees at 
constant prices 
4 
279 
349 
346 
83 
44 
17 
In Rupees) 
Index of 
growth 
5 
100 
125 
124 
30 
16 
6 
Source: Computed on die basis of data given in the records of the Directorate of Higher 
Education U.P. and Shiksha ki Pragati - various issues. 
Note: Figures are rounded up to nearest Rupee. 
When per capita private (unit) cost is viewed viz-a-viz per capita State 
income (vide Table 63) very instructive conclusions are drawn. 
Between 1950-51 and 1993-94, per capita State income grew at the 
compound rate of 7.68 percent per year (average armual growth rate) but per pupil 
fee (private cost) recorded a negative growth of 0.43 percent over the same 
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period. In absolute amounts the per capita income which was Rs.258 in 1950-51 
went up to Rs.4787 in 1993-94 but per pupil fees (unit cost) which stood at 
Rs.146 in 1950-51 came down to Rs.ll9 in 1993-94. In other words in 1950-51 
the proportion of per unit private cost of higher education to per capita State 
income in U.P. was 0.566 which increased to 0.762 in 1960-61 but then came 
down consistently in subsequent years. This proportion in fact, came down to as 
low a level as 0.025 in 1993-94. In more general form it may be said that private 
per unit cost of higher education in U.P. in 1993-94 was of the order of less than 
2.5 percent of the per capita State income of that year, whereas it worked out to 
more than 75 percent in 1960-61. 
Table 6.3 
Per Capita State Income and Per Pupil (Unit) Fee 
(Private Cost) 
in Higher Education in Uttar Pradesh 
(In Rupees) 
Year 
1950-51 
1960-61 
1970-71 
1979-80 
1986-87 
1993-94 
Average annual 
Compound 
growdi rates 
Per capita 
State Income 
258 
252 
486 
965 
2157 
4787 
7.68% 
Per pupil fees 
(imit private cost) 
146 
192 
346 
167 
158 
119 
-0.47% 
Per pupil fees as 
proportion of per 
capita income 
0.566 
0.762 
0.712 
0.173 
0.073 
0.025 
-
Source: Per capita State income taken from Plan Documents of U.P. Government and Fees 
data from the records of tiie Directorate of Highn Education U.P. The Per unit fee is 
calculated using oirolment figures tdcen from Shiksha kipragati -various issues. 
Decade-wise annual growth rates of the per unit private costs reveal large 
variations (vide Table 6.4). In the decade of 1950-51 to 1960-61 per imit costs 
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(fee) grew at an annual average rate of 2.7 per cent at current prices and 2.2 
percent at constant prices. In the decade of 1960s, it grew at the rate of 6.0 percent 
per year at current prices but in terms of constant prices the relevant growth rate 
figure went in negative (-0.1 percent). From 1970-71 onwards, negative annual 
growth rates are accorded for both the versions of costs (at current prices as well 
as constant prices). Higher negative growth rates were recorded at constant prices 
as compared to that at current prices. For the two decades (1950-51 to 1970-71) 
growth rates were positive 4.4 percent per year at current prices and 1.08 percent 
at constant prices. For the period 1970-71 to 1993-94, the growth rates are found 
to be -4.5 per cent and -12.2 percent respectively. In the same way, for the entire 
period of 1950-51 to 1993-94, the average annual growth rate of unit private cost 
at current prices works out to -0.47 per cent and that at constant prices comes to 
-0.3 percent. 
Table 6.4 
Per Unit Private Costs (Fee) of Higher Education 
in U.P. 
(Average Annual Compound Growth Rate) 
(Percent) 
Period 
1950-51 to 1960-61 
1960-61 to 1970-71 
1970-71 to 1979-80 
1979-80 to 1986-87 
1986-87 to 1993-94 
1950-51 to 1970-71 
1970-71 to 1993-94 
1950-51 to 1993-94 
Growth rate at 
current prices 
2.7 
6.0 
-7.8 
-0.8 
-4.0 
4.4 
-4.5 
-0.47 
Growth rate at 
constant prices 
2.2 
-0.1 
-14.8 
-8.7 
-12.8 
1.08 
-12.2 
-6.3 
Source: Computed on the basis of data given in Table 6.2 
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Several implications can be drawn from the above mentioned computation 
of data: 
i. There are large variations in growth rates and per vinit cost over 
various decades since 1950-51. 
ii. Regular proportionate increase in the per pupil private cost is 
conspicuously absent, 
iii. While in the first two decades the situation may be foimd to be 
relatively better, it worsened fast since 1970-71. 
iv. The figures indicate that costs in higher education in U.P. could 
not be internalised, as is evident from the negative growth rates. 
If the compound growth rates in per unit private cost (fee) is juxtaposed to 
the growth rate of per capita income of U.P, as is done in Table 6.5, then a very 
instructive comparative picture emerges. In the decade of 1950, despite a slight 
decline in per capita income, per unit private cost of higher education grew by 2.7 
per cent per year. The decade of 1960 gives a more balanced picture. The average 
atmual growth rate of per capita income was 6.7 percent and that of per unit cost 
was close to it at 6.0 per cent. In the subsequent period while per capita income 
grew by 7.9 percent the per unit private cost recorded constant decline. For the 
period 1970-71 to 1979-80, per capita income grew at an average annual 
compound rate of 7.9 per cent and per unit private cost recorded negative growth 
(of-7.7 per cent). The seven year period between 1979-80 to 1986-87 also shows 
a contrast, in which income grew at a rate of 12.1 percent and per imit cost 
recorded a negative growth of-0.8 percent. For the next seven year period 1986-
87 to 1993-94, the average aimual growth rate of per capita income was again 12 
percent wdiereas private cost per unit in higher education again recorded a 
negative growth of - 4.0 percent. If we compare the two periods, 1950-51 to 1970-
71 and 1970-71 to 1993-94 - the following findings emerge very strongly. 
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1. In the first period the per capita income and per unit private cost both recorded 
a positive growth of 3.2 percent and .04 percent respectively, indicating that 
gains in per capita income were utilized for defraying the cost of higher 
education in the State. 
2. In the second period, while growth rate in per capita income was impressive 
(at 10.4 percent average annual), the growth of per unit private cost recorded a 
negative growth of -3.6 percent showing that while substantial gains were 
achieved in income, per unit private costs relatively declined. 
Table 6.5 
Per Capita Income and Per Unit (Pupil) Private Cost (Fee) 
of Higher Education in U.P. 
(Average Annual Compound Growth Rates) 
(At current prices in per cent) 
„ . J Growth rate of per Growth rate of per imit Period ., . ^ . , *^ , 
capita income pnvate cost 
1950-51 to 1960-61 
1960-61 to 1970-71 
1970-71 to 1979-80 
1979-80 to 1986-87 
1986-87 to 1993-94 
1950-51 to 1970-71 
1970-71 to 1993-94 
1950-51 to 1993-94 
-0.3 
6.7 
7.9 
12.1 
12.0 
3.2 
10.4 
7.02 
2.7 
6.0 
-7.7 
-0.8 
-4.0 
.04 
-3.6 
-0.47 
Source: Computed from data given in Table 6.3 
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Public Costs of Higher Education 
Per unit public cost analysis in higher education is presented in Table 6.6. 
It reveals the following: 
i. There has been a consistent and continuous increase in the per unit 
public cost of higher education in U.P. In other words, the State 
government continuously shouldered larger share of the total cost per 
unit, 
ii. For the entire period 1950-51 to 1993-94 while per capita State 
income grew by 7.02 (Table 6.5) percent, per unit public cost went up 
even faster by 8.11 (Table 6.7) percent (average annual compound 
growth rate), 
iii. The j)er unit public cost stood at Rs.112.70 in 1950-51 at current 
prices and Rs.224 at constant prices. 
i\'. Recording a slow growth over the decade the relevant figures stood at 
Rs. 120.20 and Rs.206 respectively inl960-61. 
V. The public cost per unit went up to Rs.762 in 1980-81 but stood at 
Rs.296.20 at constant prices in the same year, 
vi. Per unit public cost of higher education in U.P. went up to Rs.l265 in 
1986-87 and further to Rs.3226 in 1993-94. The corresponding 
figures at constant prices stood at Rs.3 50.80 and Rs.466.90 
respectively. 
As the higher education system grew in U.P. more imiversities and 
colleges were opened (vide chapter III), the per imit public cost went up though at 
the same time enrolments in higher education also recorded unprecedented 
increase. 
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Table 6.6 
Per Unit Public Cost of Higher Education 
in Uttar Pradesh 
(In Rupees) 
Year 
1950-51 
1960-61 
1970-71 
1980-81 
1986-87 
1993-94 
Per unit public 
cost (current 
prices) 
112.70 
120.20 
327.90 
762 
1265.40 
3226.30 
Index of 
growth 
100 
106 
291 
676 
1123 
2863 
Per unit public 
cost constant 
(1970-71) prices 
224.00 
206.00 
327.90 
296.20 
350.80 
466.90 
Index of 
growth 
100 
92 
146 
132 
157 
208 
Source: Calculated on the basis of figures obtained in the State Budget for Higher 
Education 
Decade-wise average annual growth rates of public costs per unit are 
given in Table 6.7. A glance over it would reveal that but for the decades of 
1950s and 1970s (in which growth rates were positive at current prices but 
negative at constant prices), for all the periods mentioned in the Table growth 
rates of per unit cost were positive at both the prices, much faster at current prices 
than at constant prices. The average atmual growth rates were the lowest (0.67 
percent) during the decade of 1950s and highest for the period 1986-87 to 1993-
94 (14,0 percent). For the period 1950-51 to 1970-71 the average annual growth 
rate works out to 5.48 percent v^ diereas for the subsequent period (1970-71 to 
1993-94) it jumps up to 10.45 percent! At constant prices the relevant figures for 
these two periods were 1.92 percent and 1.5 percent - indicating that the faster 
price rise corroded the value for the latter period. Taking the entire period (1950-
51 to 1993-94) as a whole chunk, it is found that the averse growth rate in per 
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unit public cost is 8.11 percent while at constant prices it works out to just 1.7 
percent. 
Table 6.7 
Per Unit Public Cost of Higher Education in U.P. 
(Average Annual Compound Growth Rates) 
(Percent) 
Period 
1950-51 to 1960-61 
1960-61 to 1970-71 
1970-71 to 1980-81 
1980-81 to 1986-87 
1986-87 to 1993-94 
1950-51 to 1970-71 
1970-71 to 1993-94 
1950-51 to 1993-94 
Growth rate at current 
prices 
0.67 
10.0 
8.7 
8.0 
14.0 
5.48 
10.45 
8.11 
Growth rate at 
constant prices 
-0.80 
4.7 
-1.1 
2.8 
4.0 
1.92 
1.5 
1.7 
Source: Computed from the data used in earlier tables. 
Increasing public cost means increasing burden on government budget and 
in view of the resource constraint and the fiscal restraint of the decade of 1990s it 
is pertinent to mention here the decision of the University Grants Commission to 
raise private fee thereby intemalimig the costs. The UGC has recently aimoxmced 
a new fee formula with a view to recover fi-om private sources larger part of the 
total costs. It has been decided to have three types of seats in the institutions of 
higher (professional) education: 
1. "Free" seats with a minimum fee of Rs.lOOO as tuition and 
development fee. 
2. "Payment" seat with a fee of Rs. 10,000 and 
3. "Non Resident Indian" (NRI) seat with a fee of Rs.20, 000 or even 
more. 
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This "1:10:20 formula" as it is called, has been recommended by a 
committee of the UGC while determining the fee structure for three self-financing 
deemed to be universities. According to the UGC, this formula, in effect, 
represents a policy decision, which the UGC is likely to extend to all private 
unaided professional institutions in the country. All upcoming self-financing 
institutions may also have to adhere to these norms. For instance, the professional 
technical institutions which seek affiliation to Indraprastha University established 
by Delhi Government recently, will have to follow the above mentioned formula. 
In view of the mounting cost of education and the need to have it borne 
privately but rationally, the UGC found it necessary to regulate admission and 
capitation fee in "public interest". The problem is simultaneously of two-fold: to 
internalize the cost of higher (professional) education and at the same time keep 
the students away fi-om exploitation by private management of these institutions. 
The UGC has fi-amed a set of regulations, which is called the University Grants 
Commission (Regulation of Admission and Fees in Private Non-aided 
Professional Institutions) Regulation, which came into force in May 1998. Under 
these provisions, at least 50 percent of the seats available in such institutions have 
to be "free" (standard fee) seats, and the remaining 50 percent being "payment" 
(enhanced fee) seats. The 5 percent NRI seats will be included in the payment 
quota. The UGC also made it clear that fees payable for "fi-ee" seats have to 
correspond to those charged by Government aided universities and colleges in the 
area for similar courses. 
The analysis of per imit public cost at micro level reveals that there are 
widespread inter-institution variations and the aggregate figures given in the 
Tables earlier in this chapter do not capture the variations in the per unit private 
costs (fees) among institutions (universities and colleges). The UGC has also 
taken note of this situation which is prevailing in all states of the country and has 
decided that fees to be charged by such institutions will be determined by a 
Standing Committee constituting of educationists and cost accountants, among 
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others, set up by the UGC since the cost of education varies from institution to 
institution. 
Recurring and Non-recurring costs 
In case of most of the institutions of higher education in U.P. recurring 
costs amount to 97-98 percent of the total cost. Of the recurring expenditure 90-94 
percent are salary + Deamess Allowance (DA) (of the staff) costs and only the 
remaining are other recurring costs. A study of the budgets of the universities and 
colleges in U.P. would reveal, in general, the following structure of costs: 
Recurring Costs: 
i. Salary, D.A. and other allowances 
ii. Buildings (including repairs etc.) 
iii. Furniture 
iv. Library 
V. Scholarships 
vi. Laboratory 
vii. Games 
viii. Telephone 
ix. Travelling allowances 
X. Other costs. 
Non-recurring costs usually include the following heads: 
i. Library 
ii. Construction 
iii. Equipment 
iv. Furniture 
v. Others 
The above itemization shows that some of the heads appear on both sides 
(recurring and non-recurring) indicating that creation of assets or new additions 
are of non-recurring types and maintenance is of recurring nature in relation to 
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some of the heads mentioned above. The structure of recurring and non-recurring 
costs for selected degree colleges is given in Table 6.8, which reveals that almost 
94 to 97 percent of total costs is of recurring nature and the largest part of it is 
salary cost of the staff. The Table 6.8 presents data pertaining to recurring and 
non-recurring costs of selected private and government colleges in Uttar Pradesh 
for selected years. The Table reveals that more than 97 percent of the total cost is 
of recurring nature, and less than 3 percent is non-recurring cost. Only in 1987 for 
Government degree colleges the ratio of recurring cost is found to be less than 97 
percent (it is 91.83 percent) and conversely the non-recurring cost for the same 
colleges moves up to 8.17 percent of the total. 
Table 6.8 
Recurring and Non-recurring Costs in Selected Degree 
Colleges in Uttar Pradesh 
(Rs. Lakhs) 
Item 
Recurring 
Non-
recurring 
TOTAL 
Source: Comp 
1986 
Govern-
ment 
140.23 
(97.29) 
3.91 
(2.71) 
144.14 
(100.00) 
uted on the b 
Private 
364.07 
(97.33) 
10.00 
(2.67) 
374.07 
(100.00) 
)asisofdata 
1987 
Govern-
ment 
153.68 
(91.83) 
13.67 
(8.17) 
167.35 
(100.00) 
available in tl 
Private 
469.10 
(98.83) 
5.54 
(1.17) 
474.64 
(100.00) 
le Directotat 
1988 
Govern-
ment 
192.73 
(97.15) 
5.66 
(2.85) 
198.39 
(100.00) 
e of Higher E 
Private 
351.83 
(97.09) 
10.54 
(2.91) 
362.37 
(100.00) 
ducation, U.P 
The dominance of the recurring cost indicates that almost equal amount of 
expenditure will be needed every year to defray the recurring cost of almost the 
same amount every year. This is one of the important reasons why degree colleges 
depend so helplessly on government grants to defray the recvirring costs. As Table 
6.9 would reveal bulk of the recurring cost is the staffs salary (plus allowances) 
cost, which has to be defrayed yearly (in fact, monthly!) and cannot be 
accumulated for long. 
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Among the degree colleges in Uttar Pradesh, two categories are important 
from the viewpoint of cost calculation, viz. 
1. Government degree colleges, and 
2. Private degree colleges, and that is why break up of data in tables 6.8 
and 6.9 is given in that format. 
While in Government degree colleges, salary component of cost accounts 
for 93 to 96 percent of the total recurring cost, in private colleges, salary 
component claims 88-90 percent of the total. Table 6.9 presents the itemization of 
the cost components of Government as well as private degree colleges. It reveals 
that in 1986-87 the salary component in Government Colleges accounts for 93.05 
percent of the total recurring cost whereas the corresponding figure for private 
colleges is 87-92 percent! In the same year laboratory cost is found to be the 
second largest head of cost for Government colleges accounting for 1.70 percent 
of the total. In case of private colleges, this figure works out to 1.99 percent, 
which is closely followed by scholarship cost 1.95 percent. Almost similar pattern 
is obtained for the year 1987-88 in which salary cost in goverrmient colleges 
account for 93.09 percent and in private colleges 87.56 percent of the total 
recurring cost. For Government colleges, laboratory cost is the second largest 
item claiming 2.14 percent share while in case of private colleges, it is 
scholarships which comes at second place accounting for 3.17 percent of share 
and laboratory costs is the third largest item claiming a share of 2.84 percent. 
Games entail almost insignificant costs for government colleges (less than 0.01 
percent) and in private colleges its share works out to 1.44 percent. T.A. cost is 
relatively higher in government degree colleges whereas telephone cost is 
relatively higher in private colleges. In 1988-89, the salary cost in Government 
degree colleges accounts for 95.76 percent of the total recurring cost whereas the 
corresponding figure for private colleges works out to 89.69 percent. As usual 
laboratory cost is the second largest item of cost in government colleges and 
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scholarships, accounting for 3.61 percent, is the second largest item in private 
colleges and laboratory cost is the third item claiming 2.56 percent share. 
Table 6.9 
Composition of Recurring Costs in Selected Degree Colleges 
in Uttar Pradesh 
(Percentages) 
Item 
Salary, DA & 
other 
allowances 
Buildings 
Furniture 
Library 
Scholarship 
Laboratory 
Games 
Telephone 
T.A. 
Others 
TOTAL 
1986-87 
Govern-
ment 
93.05 
0.88 
0.35 
1.26 
1.04 
1.70 
0.29 
0.07 
0.43 
0.93 
100.00 
Private 
87.92 
0.62 
1.36 
0.82 
1.95 
1.99 
0.76 
0.09 
0.24 
4.25 
100.00 
1987-88 
Govern-
ment 
93.09 
0.87 
0.50 
1.47 
0.31 
2.14 
0.01 
0.08 
0.47 
1.04 
100.00 
Private 
87.56 
0.28 
0.16 
0.64 
3.17 
2.84 
1.44 
0.11 
0.32 
3.46 
100.00 
1988-89 
Govern-
ment 
95.76 
0.27 
0.12 
0.40 
0.05 
0.84 
0.01 
0.03 
0.32 
2.21 
100.00 
Private 
89.69 
0.38 
0.65 
0.70 
3.61 
2.56 
0.58 
0.33 
0.15 
1.37 
100.00 
Source: Same as in Table 6.8. Note: Percentages are computed to the nearest two decimal 
points and therefore may not add up to 100.00 
The breakup of non-recurring costs at the bottom of Table 6.8 is given in 
Table 6.10, which shows that in general "construction" is the largest non-
recurring cost among all the heads imder this category. This is particularly so with 
regard to private degree colleges. In government colleges, however, furniture and 
equipment claim substantial shares. In 1986-87, while 24.30 percent of the non-
reciuring cost was claimed under the head "furniture" in case of Government 
degree colleges, "construction" accounted for 79.47 percent share in private 
colleges in the same year. In 1987-88, equipment cost claimed 39.10 percent of 
the total non-recurring cost in government colleges and "construction" still stood 
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on top claiming 41.17 percent of the total non-recurring cost in case of private 
colleges. Interestingly in 1988-89 the head "construction" claimed the highest 
share of the total non-recurring cost in both types of colleges, the percentage 
shares being 53.78 percent and 62.50 percent for the two types of colleges 
respectively. 
Table 6.10 
Composition of Non-recurring Costs in Selected Degree 
Colleges in Uttar Pradesh 
Percentages 
Item 
Library 
Construction 
Equipment 
Furniture 
Other 
expenditure 
Total non-
recurring 
1986-87 
Govt. 
Colleges 
18.55 
19.32 
14.84 
24.30 
22.99 
100.00 
Private 
Colleges 
5.48 
79.47 
12.27 
~ 
2.78 
100.00 
1987-88 
Govt. 
Colleges 
14.70 
7.82 
39.10 
31.67 
6.71 
100.00 
Private 
Colleges 
33.63 
41.17 
13.99 
2.63 
8.58 
100.00 
1988-89 
Govt. 
Colleges 
2.38 
53.78 
4.82 
16.48 
22.54 
100.00 
Private 
Colleges 
25.09 
62.50 
3.40 
7.50 
1.51 
100.00 
Source: Same as in Table 6.8 
What holds good of degree colleges with regard to cost composition is 
also true of the universities in Uttar Pradesh. The budgets of individual 
universities reveal that almost 80-82 percent of the recurring cost is the teachers' 
salary cost and 10-12 percent is the non-teaching staff cost and thus barely 8-10 
percent is the non-staff cost, which includes all the heads discussed in case of 
degree colleges. The non-reciuring cost (vide Table 6.11) is distributed among 
various heads in imiversities also almost on tiie same pattern as in degree colleges 
discussed earlier. A micro level study in the costing pattern of a particular 
university over a period of time will be a useful exercise with a view to have more 
detailed information on these items. Most universities in U.P. are having lesser 
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income (from all sources) than their estimated costs and consequently resources 
are not sufficient to meet the recurring and non-recurring costs. More often 
teaching posts remain unfilled and construction works go a begging while library 
stocks are stagnating in most of the cases. Thus cost escalations in view of 
resource constraints are arresting the development of the university (higher 
education) system. 
Table 6.11 
Cost Composition of Universities in Uttar Pradesh 
(Percentages) 
Item 
A. Recurring Costs 
1. Teaching Salary 
2. Non-teaching Salary 
3. Lab/Equipment 
4. Building/Furniture 
5. Telephone 
6. T.A., etc. 
7. Others 
Total Recurring (1 to 7) 
B. Non-recurring Costs 
1. Building construction 
2. Furniture 
3. Equipment 
4. Others 
Total Non-recurring (1 to 4) 
Grand Total A+B 
1986-87 
92.80 
81.20 
11.15 
2.12 
2.57 
0.61 
1.59 
0.76 
100.00 
7.20 
62.10 
15.71 
20.11 
2.08 
100.00 
100.00 
1987-88 
91.56 
80.79 
10.56 
3.11 
2.15 
0.57 
1.24 
1.58 
100.00 
8.44 
58.35 
17.13 
22.05 
2.47 
100.00 
100.00 
1988-89 
93.45 
81.70 
10.89 
2.05 
2.17 
0.81 
1.98 
0.40 
100.00 
6.55 
70.07 
12.14 
12.17 
5.62 
100.00 
100.00 
Source: Compiled from Annual budgets of Selected Universities 
Generally, cost considerations in highei: education are closely linked with 
efficiency and which in turn depends on maximum utilization of existing facilities. 
The xmit cost analysis given earlier in this chapter reveals that the position is 
obtained on the assumption of full utilization of existing infrastructure. If the case 
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is of under utilization of the infrastructure (say teaching for less number of days 
than statutorily required - 180 days), the actual unit cost per student or per 
working day will be more and still higher. In other words in higher education 
sector the cost-effective situation can only be ensured by maximum utilization of 
existing infra-structural facilities. These issues, obviously, are beyond the purview 
of this thesis. 
Summary and Conclusions 
Costs of education can be classified in a number of ways. In this chapter 
public costs of higher education are measured in terms of public expenditure on 
higher education and private costs measured in terms of students' fees. 
Among other things, an analysis of unit costs of higher education, can be 
helpfiil in allocating resources to universities and colleges of higher education. 
Costs of education have been analyzed in many studies. Costs of British 
education were studied by Vaizey, a pioneer in this area of study. He compared 
the costs of British education with other countries, institutions, and drew attention 
towards public and private cost and opportunity cost. 
In another study based on the American system of education, Coombs and 
Hallak concluded that educational costs vary from one country to another, within 
one country from one system to another and also within different educational 
systems. Costs rise in the long run and can be reduced by raising enrolment to an 
optimum size, which will differ for different levels of education. 
In another study of costs of education in USA, James Maynard found that 
size of the institution is a dominant variable in explaining variations in cost per 
student among students of same level. 
In India Lakdawala and Shah studied cost variations with size of 
enrolment. They found that professional education is costlier than Arts, Science, 
Commerce and Law. 
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Micro level studies have also been undertaken, e.g., Bottomley's study of 
costs of higher education of Bradford University which found that increase in 
class size reduced cost per student. It also found that cost per student varies from 
course to course and that economies in costs can be obtained by increasing 
enrolments. 
G.D. Sharma and Mridula studied economics of higher education of Hindu 
College Delhi. Analyzing unit costs the study suggested that efficiency can be 
improved by utilizing existing resources more rationally. 
Thus per unit cost of higher education is the standard method for 
analyzing costs. 
Private costs of higher education are of two types - voluntary, which is 
primarily in the form of endowments, and compulsory, which is in the form of 
fees. Per unit voluntary costs in higher education in Uttar Pradesh declined from 
Rs.204 in 1950-51 to Rs.l9 in 1993-94 at current prices, and from Rs.388 to Rs.3 
only during the same period, at constant prices. Thus voluntary support to the 
total cost of higher education is minimal. The index of growth during the period 
fell from 100 to 9 at current prices and from 100 to 1 at constant prices. 
Per unit compulsory cost (fee) at current prices increased from Rs.l46 in 
1950-51 to Rs.346 in 1970-71, then declined consistently reaching Rs.ll9 in 
1993-94. In terms of constant prices the initial increase was from Rs.279 in 1950-
51 to Rs.346 in 1970-71, declining sharply to Rs.83 in 1979-80 and further to 
Rs.l7 only during 1993-94. The index of growth during the period fell from 100 
to 82 at current prices and from 100 to 6 at constant prices. 
During the period 1950-51 to 1993-94 per capita State income increased 
enormously from Rs.258 to Rs.4787 registering an average annual compound 
growth of 7.68 percent. Per pupil fee, on the other hand, fell from Rs.l46 to 
Rs.l 19 reaching an average annual growth rate of-0.43 percent. As proportion of 
per capita income, per pupil fee fell from 0.566 to 0.025 only. 
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Average annual growth rate of per unit private cost (fee) in higher 
education in U.P. works out to -0.47 percent at current prices and -6.3 percent at 
constant prices during the period 1950-51 to 1993-94. During the first half of the 
period, i.e., 1950-51 to 1970-71 the respective growth rates are 4.4 and 1.08. For 
the period 1970-71 to 1993-94 the respective growth rates are -4.5 and -12.2. 
A comparison of average compound growth rates of per capita State 
income and per pupil private cost (fee) in higher education shows that during the 
first two decades 1950-51 to 1970-71 both registered positive growth rates of 3.12 
percent and 0.04 percent respectively. During the next two decades, from 1970-71 
to 1993-94, while per capita income recorded an average annual growth rate of 
10.4 percent, per unit private cost recorded a negative average annual compound 
growth of-3.6 percent. Thus during the entire period per capita income increased 
at 7.02 percent per anniun while per unit cost recorded a negative growth of-0.47 
percent. 
Thus negative growth rates in per pupil private costs (both voluntary and 
compulsory) indicate that costs of higher education in U.P. could not be 
internalized. 
Per unit public cost of higher education in U.P. have increased 
consistently over the period 1950-51 to 1993-94 fi-om Rs.l 12.70 to Rs.3226.30 at 
current prices and firom Rs.224.00 to Rs.466.90 at constant prices. Compound 
growth rate (average annual) of per unit public cost recorded 8.11 percent at 
current prices and 1.7 percent at constant prices. During the first two decades 
1950 to 1970 the growth rates were 5.48 percent and 1.92 percent respectively, 
while during 1970-71 to 1993-94 the respective rates were 10.45 percent and 1.5 
percent. 
Increasing burden on the public budget in view of the resource constraint 
has led the UGC to annoimce a new fee formula to recover a larger part of the 
total costs. In institutions of higher (professional) education three types of seats 
have been decided upon - (i) Free seats with a minimum of Rs. 1,000 as tuition 
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and development fee (ii) "Payment" seat with a fee of Rs. 10,000 and (iii) Non 
Resident Indian (NRI) seat with a fee of Rs.20,000 or even more. The UGC is 
likely to extend this formula to all private unaided professional institutions in the 
country. The UGC in 1998 framed a set of regulations regarding admissions and 
fees in private non-aided professional institutions. At least 50 percent seats will be 
"free" (standard fee) seats and the rest payment (including NRI) seats. 
A break-up of costs into recurring and non- recurring costs shows that in 
most of the institutions of higher education in U.P. recurring costs amount to 97 to 
98 percent of total costs. These include salary and other allowances, building 
(including repairs), furniture, library, laboratory, games, etc. 
Of the recurring costs, salary and allowances account for 88 to 90 percent 
in private degree colleges and 93 to 96 percent in the case of government degree 
colleges. Laboratory costs are next in importance in both government as well as 
private colleges though the percentage is small, varying between 0.8 to 2.14 
percent for government colleges and 1.99 to 2.8 percent for private colleges. 
Scholarships are another important head for private colleges, while travel 
allowance is relatively more important for government colleges. Among the non-
recurring items, in general "construction" is the largest item, especially in private 
degree colleges. In government colleges, furniture and equipment claim 
substantial shares. 
Cost composition for universities in Uttar Pradesh is similar to that of 
degree colleges. Recurring costs account for 92 to 93 percent of total costs. The 
most important item in this category is salary accounting for approximately 92 
percent of recurring costs. Next in importance is laboratory / equipment and 
building / furniture accounting for 2 to 3 percent each. Of the non-recurring costs, 
building construction is the most important, claiming 60 to 70 percent, followed 
by equipment, around 20 percent, and furniture 12 to 17 percent. 
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Unit cost calculation attempted in this chapter is on the assumption of full 
utilization of existing infrastructure, in the absence of which unit costs would be 
higher. 
In most universities in U.P., incomes are lower than estimated costs and 
this fact is arresting the development of the university (higher education) system. 
It would be a useful and meaningful exercise if a micro level study in the 
costing pattern of a university is attempted for a more detailed analysis of the 
system. 
4c4 i * *4c*4e t * * 
159 
Chapter VII 
Sources of Finance 
and 
Their Relative Significance 
SOURCES OF FINANCE AND THEIR RELATIVE 
SIGNIFICANCE 
Financing of education in India as in other developing countries, broadly 
speaking is dependent on two sources: 
a) External Sources of finance, and 
b) Internal Sources of finance 
External sources of financing can further be divided into three categories 
i) International institutions - of which the World Bank is the most 
important, as it provides finance for various types of educational 
projects, particularly for lower levels of education. 
ii) Foreign Governments - These are particularly important for 
financing specialized courses in higher education, viz., language 
courses and literature based on these languages. It also includes 
various types of scholarships offered by foreign governments to 
scholars in India. 
iii) International Private Agencies (NGOs) - Private trusts are most 
important in this category like Ford Foundation, Rockfeller 
Foundation, etc., which provide various types of liberal 
educational grants. 
Under the Internal sources of finance two broad types are more important, 
viz., 
i) Volimtary private sources 
ii) Compulsory private sources 
Community contributions to education were substantial at the time of 
Independence as well as earlier during British rule in India. The voluntary sources 
of finance are gradually on a relative decline. These include endowments, trust 
fimds, donations, grants, gifts and other types of voluntary financial help. As data 
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in this chapter would reveal, the relative share of optional private sources has 
declined over time. There are many reasons responsible for this tendency, which 
are discussed later in this chapter. 
Compulsory private sources include students' fees and other related 
charges. These are compulsory in the sense that if a student is enrolled in any 
educational institution, payment of fees and related charges becomes compulsory. 
The relative share of fees has sho\\Tii a continuous decline over time (Table 7.1). 
Table 7.1 
Sources of Income of All Educational Institutions 
in India 
u 
1 
1950-51 
1960-61 
1970-71 
1980-81 
1985-86 
1990-91 
1991-92 
o S S « 
u 
2 
57.06 
67.97 
75.65 
81.70 
80.29 
87.87 
86.35 
o o g 
3 
10.39 
6.53 
4.34 
4.71 
5.23 
6.22 
7.08 
> 3 
^3 
4 
-
-
1.36 
1.37 
2.15 
0.01 
0.01 
O CO T t 
c3 :s -o + 
•g .o e m ( - = , = ' + 
f^ Q- tt, f s 
5 
67.99 
74.50 
81.35 
87.78 
87.67 
94.10 
93.44 
V 
6 
20.39 
17.14 
12.81 
8.20 
6.27 
3.53 
3.82 
T3 .J 
w 
7 
11.62 
8.35 
5.85 
4.03 
6.06 
2.37 
2.74 
2 
o H 
8 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
Source: Economic Survey: 1998-99 
At the national level in India and taking all educational institutions into 
consideration we find that the contribution of government funds has gone up from 
57.06 percent in 1950-51 to 86.35 percent in 1991-92. It includes contribution of 
both Central and State governments. The contribution of local body funds has 
come down from 10.93 percent in 1950-51 to 7.08 percent in 1991-92. The 
contribution of university funds in the total has been very small, the maximum 
share being 2.15 percent reached in 1985-86. Thus, taking these three together 
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(col.5 of Table 7.1) the public contribution has gone up from 67.99 percent to 
93.44 percent during the said period. At the same time the share of fees has 
declined from 20.39 percent to just 3.82 percent and the contribution of 
endowments and other voluntary donations has come down from 11.62 percent in 
1950-51 to 2.74 percent in 1991-92. 
Sources of Income of Higher Education 
The higher education system in India has witnessed enormous and 
unprecedented expansion since Independence. It is unfortunate that this expansion 
is not accompanied by commensurate financial allocations by government, both at 
the central level as well as at the state level. Nor have universities and colleges 
been able to raise adequate finances of their own. New universities have been 
started without providing additional resources and the universities on their part 
have not generated much resources of their own. There has been, as a result, an 
excessive dependence on the government for financing higher education. The 
govenunent, on its part, is finding it difficult to shoulder the heavy responsibility 
of financing higher education on account of competing demands from other 
sectors of an expanding economy. Though the problem existed earlier, too, its 
dimensions were different. While earlier the needs of universities and colleges 
were limited to strengthening of departments and taking up new programmes of 
development, in the present day scenario the very existence of a large number of 
educational institutions is threatened on account of lack of fimds. Many 
universities are finding it difficult to meet essential expenditures on account of 
payment of salaries, maintenance of buildings, purchase of books, journals, 
equi];nnent, etc. 
The sources of finance of higher education can be broadly classified into 
public and private sources. Public sources include the Central Government, State 
Governments, the University Grant Commission, government agencies like Indian 
Coimcil for Agricultural Research, Council for Scientific and Industrial Research, 
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etc., for specific projects. Private sources include fees, endowments and 
donations, internal sources of income like the press, university publications, 
income from movable and immovable property, sale of farm produce, etc. Though 
a significant contribution can be made from these sources, the universities have 
not displayed enough dynamism in exploiting these sources to their advantage. As 
for endowments and donations, their importance as a significant source of income 
has dried up. This may be on account of inflationary trends, a change in the 
attitudes of the public towards charity, less significant tax advantages and so on. 
Their difficulties of inelastic sources of own income have led the universities to 
an imconditional and helpless dependence on the government and its agencies. 
Government funding has thus increased both in absolute and relative 
terms. There is also a strong justification of public financing of higher education. 
University education is a merit good with large spillover benefits to society both 
in the present as well as in the future. Besides, non-rivalness in its consumption 
and non-excludability also render it fit for public provision.' Thus allocative 
efficiency as well as distributional considerations also justify public funding of 
higher education. The sources of financing higher education can be broadly 
classified into: 
1. Fees 
2. Government 
3. Endowments and others. 
Over the years the relative significance of these three sources has 
undergone a marked change as is evident from the Table 7.2. 
' Pahchmukhi, PR.: "Trends and Finances in University Education", in Economics of Educational 
Finance: Studies in Educational Reform in India. Vol. V, Chap. 6, Himalaya Publishing House, 
Bombay, 1987,94-110. 
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Table7.2 
Sources of Income of Higher Education in India 
Year 
1950-51 
1960-61 
1970-71 
1980-81 
1983-84 
1991-92 
1994-95 
Government 
57 
68 
76 
82 
82 
83 
83 
Fees 
20 
17 
13 
8 
8 
8 
9 
Endowment & Others 
23 
15 
11 
10 
10 
9 
8 
Source: 1. GR Reddy: "Financing of Higher Education in India" in 
Perspectives in Education 1995, Vol. II (No.l). 2. Educational Expenditure in 
India, Ministry of Human Resource Development, Government of India, New 
Delhi, 1995. 
An analysis of the above Table clearly shows that 
i) The role of government in financing universities has increased as is 
evident from percentage share of government in university finances, which 
increased from 57% at the time of Independence to 82% three decades 
later, 
ii) The share of fees paid by students declined considerably from about 20% 
to 8% during the same period, 
iii) The relative share of endowments and others fell from 23% to 8%. 
This reflects government's policy on financing higher education. The 
growing needs of a newly bom economy in the form of skilled manpower, and in 
terms of research and development, so that the erstwhile colonized economy 
becomes self sufBcient in all respects over a period, has necessitated the 
government to assume an increasing role in imiversity finances. The UGC has 
also observed that since "higher education determines economic and technological 
progress, government funding must continue to be an essential and mandatory 
requirement for support to higher education.".^  By assuming greater financial 
^ University Grants Commission Annual Report 1993. 
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responsibility, the government has intended "to convert the 'elite' inaccessible 
structures into egalitarian systems and to make them accessible to socio-economic 
weaker sections of the society".'' This intention of the government is also 
responsible for the sharp decline in the share of students' fees in university 
finances A detailed classification of sources of finance is given in Chart 1. 
It is commonly believed that the government is spending too much on 
higher education and many question the wisdom of the government in doing so, 
specially when other sectors of the economy are starved of funds. The facts, 
however, reveal that public expenditure on higher education in India is among the 
lowest in the world. Table7.3 shows that per pupil expenditure on higher 
education in India is ten to twenty times lower than in developed countries. In fact 
it is even lower than in many developing countries as well. 
Table 7.3 
Per Pupil Public Expenditure on Higher Education 
in Selected Countries 
InUSS 
Country 
Australia 
Canada 
China 
Ghana 
India 
Kenya 
Pakistan 
U.K. 
U.S.A. 
Year 
1987 
1988 
1988 
1987 
1987 
1987 
1987 
1987 
1986 
Per Pupil Expen. 
7418 
6914 
747 
2408 
307 
2341 
440 
5868 
9340 
Source: (1) G. Ram Reddy: 'Financing of Higher Education in India', in Persp 
Education, 1995,voI.ii, No.l. (2) Statistical Year book, Paris: UNESCO 1 
'Tilak, Jandhyala B G.:" University Finances in India" in Higher Education 17: 603-635 Kluwer 
Academic Publications, Dordrecht Printed in Netherlands, 1988. 
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Expenditure on higher education as percentage of total expenditure on 
education also reveals that India is far behind the developed countries, and some 
developing countries, too, are spending more than India. This is clear fi-om the 
Table 7.4, which reveals that as percentage of total expenditure on education, 
expenditure on higher education in India is among the lowest in the world, at 
barely 17% compared to 30% to 40% in developed countries. 
Tabic 7.4 
Expenditure on Higher Education as Percentage of 
Total Expenditure on Education 
in Selected Countries 
Country 
USA 
Australia 
Canada 
Japan 
U.K. 
China 
Pakistan 
India 
Kenya 
Year 
1987 
1987 
1989 
1988 
1988 
1989 
1987 
1987 
1988 
Percentage 
40.2 
30.7 
29.1 
22.5 
18.9 
18.6 
18.2 
17.0 
14.5 
Source: Statistical Yearbook Paris, UNESCO, 1990. 
As percentage of GNP, expenditure both on total education as well as 
higher education is much lower in India than what we find in other countries of 
the world. While in the developed countries 7% of GNP was spent on education, 
in India only 3.3% was devoted to education. Likewise only 0.6% of GNP was 
spent on higher education in India while in Canada the figure was 1.9% and in 
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U.S.A. 2.7%. We can therefore conclude that state financing of education in India 
is much less than what it is in developed countries. Even some of the^ess 
developed countries are spending more on education than what India is spending. 
This is in contradiction to the thrust being given to the social sector development 
in India in recent years, as education is an important component of the social 
sector. This is shown in Table 7.5: 
Table: 7.5 
Share of Education Sector and Higher Education 
as Percentage of GNP 
Country 
Kenya 
Canada 
U.S.A. 
Australia 
Japan 
China 
Pakistan 
India 
Year 
1987 
1988 
1986 
1987 
1987 
1988 
1987 
1987 
Total Education 
7.1 
7.1 
6.8 
5.5 
4.9 
2.4 
3.1 
3.3 
Higher Education 
0.8 
1.9 
2.7 
1.6 
1.1 
0.4 
0.4 
0.6 
Souree: Statistical Year Book, Paris: UNESCO 1990 
In many countries of the world, including developed countries, the State 
necessarily finances education rather liberally at all levels of education. This is felt 
not only necessary for the development of education but also as a desirable form of 
providing education, because markets cannot provide the socially optimum 
quantities aai quality of education, as they do not c^ture externalities and state 
financing is important to capture them. From equity and efficiency points of view 
also State financing is believed to be critically important. Even in market 
economies, public education systems are relatively dominant and government 
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finances a large proportion of the capital as well as recurring costs of public 
institutions and some part (some times a higher proportion) of the cost of private 
institutions.^ 
The financing of higher education among the states in India differs widely. 
However, the major states in the North and particularly those that are 
educationally backward do share almost similar characteristics. In U.P., Bihar, 
M.P. and Rajasthan, most of the money from the state government goes in the 
form of grants-in-aid in which the government has less control. (Table 7.6). 
Although there is a marginal increase from 18.4% in 1990-91 to 19.7% in 1994-
95 in educational expenditure as percentage of total budgeted expenditure in Uttar 
Pradesh, it lags behind most States in this area. In terms of percentage of SDP, we 
find that educational expenditure in Uttar Pradesh was higher at 6.5% (1994-95) 
in comparison to other states. However, since it is the most populous State, this 
expenditure is far from adequate. Per capita budgetary expenditure in U.P. was 
only Rs.269 in 1996-97 (BE) as compared to Rs.327 in Madhya Pradesh, Rs.481 
in Gujarat, Rs.429 in Kamataka and Rs.378 in Orissa (Table 5.12 in Chapter V). 
The per capita expenditure was in fact lowest after Bihar. The states' ability and 
willingness to spend on higher education in India is limited in various ways. The 
growth in SDP has been usually slow for the major states in the North (with 
which U.P. can be grouped) as mentioned above. The SDP can be taken as an 
indicator of the state's ability to spend on education, or for that matter on any 
other service. Another indicator of the state's ability to spend on higher education 
can be said to be the revenue receipts of the government, and this having been 
stagnant in real terms for most of the states, the dependence has largely been on 
central assistance. 
* Tilak, Jandhyala BG.: NIEPA Occasional Paper No.26. NIEPA, New Delhi. 1998. 
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Table 7.6 
Educational Expenditure 
as Percentage of Total Budgetary Expenditure and SDP 
State 
Andhra Pradesh 
Bihar 
Gujarat 
Haryana 
Himachal Pradesh 
Jammu & Kashmir 
Kerala 
Madhya Pradesh 
Maliarashtra 
Orissa 
Rajasthan 
Kamataka 
Uttar Pradesh 
As percent of 
Budgetary 
Expenditure 
1990-91 
19.5 
26.7 
19.1 
17.0 
23.3 
15.4 
31.6 
16.2 
20.1 
9.6 
23.3 
18.9 
18.4 
1994-95 
21.4 
24.6 
20.0 
16.1 
21.2 
11.3 
26.2 
18.2 
17.8 
19.8 
20.9 
21.4 
19.7 
As percent 
1990-91 
3.1 
3.5 
2.0 
2.4 
6.1 
4.0 
5.5 
2.4 
2.6 
3.3 
4.3 
3.0 
6.4 
of SDP 
1994-95 
3.4 
5.0 
3.4 
2.6 
7.0 
4.1 
6.7 
3.5 
3.1 
5.4 
4.9 
4.0 
6.5 
Source: Budgeted Expenditure on Education, Ministry of Human Resource 
Development, Government of India, 1995. 
The pattern of financing of higher education among the states is given in 
Table 7.7 which gives an idea as to how states have contributed to the financing 
of higher education. This Table shows that there is not much difference in the 
expenditure pattern on higher education among major states. However, there are 
some points of departure owing mainly to historical reasons. 
It is too well known that in India states are hesitant in mobilizing additional 
resources from within the states and therefore the dependence is largely on central 
assistance or their share in divisible central taxes. Thus, because of the financial 
crunch at the state level, public money to finance higher education is not coming 
up in required amount. However, owing to relative decline in the contribution 
from fees and donations, the contribution of the state funds is relatively very high. 
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Table 7.7 
Expenditure on Higher Education as Percentage of 
Total Expenditure on Education in Selected States in India 
State 
Andhra Pradesh 
Bihar 
Kamataka 
Kerala 
Madhya Pradesh 
Orissa 
Punjab 
Rajasthan 
Tamil Nadu 
Uttar Pradesh 
West Bengal 
Total States & U.Ts. 
Total Centre 
Total Centre & States 
1992-93 
Actuals 
22 
10 
14 
17 
12 
14 
15 
8 
10 
7 
13 
11 
28 
13 
1993-94 
RE 
21 
10 
13 
16 
11 
13 
13 
8 
10 
9 
13 
11 
25 
13 
1994-95 
BE 
17 
8 
12 
16 
10 
14 
13 
8 
10 
9 
11 
11 
24 
12 
Source: Budgetary Resources for Education, Ministry of Human Resource 
Development, Government of India 
Sources of Finance for Higher Education in Uttar Pradesh 
The Sources of Finance for higher education in Uttar Pradesh which is 
shown in Table 7.8 below reflects the same trend that we find at the national 
level. The relative roles of government sources and private sources show a 
reversal over time. 
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Table 7.8 
Sources of Finance for Higher Education in Uttar Pradesh 
Rs. In Lakhs 
Year State Govt. 
Local 
Bodies 
UGC 
Fees Endowment 
and others Total 
1950-51 
1960-61 
1970-71 
1979-80 
1986-87 
1993-94 
57 
(24.4) 
122 
(26.1) 
581 
(36.7) 
2913 
(73.6) 
6846 
(81.4) 
27391 
(91.2) 
— 
17 
(3.6) 
93 
(5.9) 
140 
(3.5) 
540 
(6.4) 
1456 
(4.9) 
74 
(31.6) 
195 
(41.8) 
613 
(38.7) 
736 
(18.6) 
854 
(10.2) 
1013 
(3.4) 
103 
(44.0) 
133 
(28.5) 
296 
(18.7) 
. 168 
(4.3) 
173 
(2.0) 
158 
(0.5) 
234 
(100.00) 
467 
(100.00) 
1583 
(100.00) 
3957 
(100.00) 
8413 
(100.00) 
30018 
(100.00) 
Source: State Budgets and publication of Directorate of Higher Education, U.P. 
Note: Figures in brackets show percentages. 
An analysis of the Table reveals the following: 
i) The contribution of the State government towards financing higher 
education has increased substantially from less than one fourth of the total 
in 1950-51 to almost three fourth by 1979-80. The increase in 
government's contribution was highest in the decade 1970 to 1980, during 
which period government's share increased from 36.7% (1970-71) to 
73.6% (1979-80). By 1993-94, governments' share had increased to 
91.2%. 
ii) The relative share of fees has also undergone considerable change, 
although it still remains as the second most important source of finance. In 
1950-51, fees contributed a little less than one third of the total finance for 
higher education. After recording a high 42% in 1960-61, there was 
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subsequent decline, especially after 1970-71. Fees contributed 18.6% in 
1979-80. It fell further, to 10.2% in 1986-87 and 3.4% in 1993-94. 
iii) The share of U.G.C. and other government bodies have, throughout the 
period under consideration, been very low, being less than 4% except in 
1965-66 and 1970-71. In 1979-80, the amount contributed was just 3.5% 
towards financing higher education. In 1993-94, it was slightly higher at 
4.9%. 
iv) Endowment and others category whose contribution was highest at 44% in 
1950-51 has shown a marked declining trend during the period under 
consideration. Being a significant source at the beginning of the planning 
period, it fell steadily to 18.7% in 1970-71 and was only 4.3% in 1979-80. 
The source is now negligible, contributing only 0.5% in 1993-94 towards 
financing higher education. 
The relative contribution of private versus public sources reversed by 1979-
80, with the contribution of public sources increasing from one fourth of the total 
to three-fourths of the total, and that fi"om private sources declining fi-om three 
fourth to one fourth. Contribution of public sources fiirther increased to 88% in 
1986-87 and subsequently to 96% in 1993-94. On the other hand, the contribution 
of private sources declined to 12% in 1986-87 and further to 4% in 1993-94. 
These trends are shown in Table 7.9. In this Table public sources include 
contribution of the State government, local bodies and U.G.C. Private sources 
include fees, endowments and others. It shows that while a reversal has taken 
place in the relative contribution of private and public sources of finance, the 
index showing increase in the contribution of different sources shows: 
a) One himdred and twenty eight times increase in finance for higher education. 
b) Contribution of public sources increasing by 506 times. 
c) Contribution of private sources increasing by 6.6 times. 
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Table 7.9 
Public and Private Sources of Finance to Higher Education in 
U.P. 
(Rs. In Lakhs) 
Year 
1950-51 
1955-56 
1960-61 
1965-66 
1970-71 
1975-76 
1979-80 
1986-87 
1993-94 
Public 
Sources 
57 
(24) 
110 
(30) 
139 
(29) 
501 
(50) 
674 
(43) 
1744 
(64) 
3053 
(77) 
7386 
(88) 
288847 
(96) 
Index 
100 
193 
248 
879 
1182 
3060 
5356 
12958 
50609 
Private 
Sources 
177 
(76) 
252 
(70) 
328 
(71) 
502 
(50) 
909 
(57) 
977 
(36) 
904 
(23) 
1027 
(12) 
1171 
(4) 
Index 
100 
143 
185 
284 
516 
552 
511 
580 
661 
Total 
234 
(100) 
362 
(100) 
467 
(100) 
1003 
(100) 
1583 
(100) 
2721 
(100) 
3957 
(100) 
8413 
(100) 
30018 
(100) 
index 
100 
155 
200 
429 
676 
1163 
1691 
3595 
12828 
Source: Derived 
Note: Figures in 
from Table -7.8 
brackets indicate percentages. 
These trends reflect government's policy in making higher education 
accessible to students belonging to the weaker sections. Regarding the 
contribution of government, we find the role of Central govenmient to be very 
limited, almost the entire burden being borne by the State government. The 
relative contribution ef private sources (both fees and endowments etc.) having 
fallen considerably, greater burden is falling on the exchequer of the State 
government, thus making educational finance in Uttar Pradesh more public 
finance oriented. 
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Governments Grants 
The most important source of finance for institutions of higher education 
is the government it self which provides financial assistance primarily through 
grants. 
Grants may be (a) federal government grants or (b) state govermnent 
grants. State grants are the more important for State universities. For the Central 
universities federal grants only constitute government sources. Federal grants both 
to the State as well as Central universities are routed through the University 
Grants Commission. Thus the State government and the U.G.C are the two 
important sources of revenue for the State universities. State grants may be 
classified into: 
i) maintenance or block grants for day to day functioning 
ii) development grants which are given by the government to universities on 
a matching basis to U.G.C. grants and 
iii) non-recurring grants for building, equipment etc. 
The system of grants, though an essential element in the financing of 
higher education, is far from satisfactory. Both federal and state grants are 
characterized by a high degree of complexity which "many a time results in non-
utilization and lapsing of the grants."' Other shortcomings of grants are: 
i) Inadequacy of State grants: the amount of grants provided is not sufficient 
enough to fulfil the financial requirements of the institutions of higher 
education. Universities and colleges are perpetually in financial 
difficulties, 
ii) In disbursing grants to the institutions, the government does not show 
much consideration for equality, which results in glaring inter-university 
disparities. 
' Jandhyala B.G. Tjlak: "University finances in India" in Higher Education: 603-635 (1988), 
Kluwer Academic Publishers, Dordrecht-Printed in Netherlands. 
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iii) While releasing grants, the government does not stick to any time schedule 
that would suit the needs of the universities. Grants are often released at 
the fag end of the financial year while need for grants is felt much earlier 
and the universities find it difficult to meet their financial requirements 
and have to resort to over draft from banks which increases their financial 
burden. Thus uncertainties regarding actual amount of grant that would be 
obtained as well as delay in the release of grants adds to the financial 
pressures of the universities. 
iv) In the case of federal grants which are given for developmental needs of 
universities, the University Grants Commission provides for capital 
requirements like buildings and equipment, its maintenance being the 
responsibility of the university, either firom the State grants or from its 
own resources. This is also true of development grants, which are given on 
a matching basis. It is often difficult for the State governments to meet 
these financial obligations with the result that ftill potential of assistance 
firom the U.G.C. cannot be realised. 
v) Regarding disbursement of federal grants, the expenses have to be 
incurred by the imiversity first form its own resources, the grant is 
released subsequently, after accounts are submitted. 
vi) While giving financial assistance to universities, the University Grants 
Commission does not care to level down inter-university or inter-state 
inequalities. In the case of Central Universities, for instance, 90% or more 
of their financial requirements come fi-om the U.G.C, while it accounts 
for barely 5% of the income of the State Universities.^ 
vii) The University Grants Conunission provides development or Plan grants 
only. Once the Plan is over, it becomes the responsibility of the respective 
State government to continue the development schemes, which it is not 
' Azad, J.L. Financing of Higher Education in India, Sterling Publishers, New Delhi, (1975). 
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always able to do an account of financial constraints. Further, in the case 
of assistance to new departments, the U.G.C. provides grants for teaching 
staff only, the remaining obligation lying on the State Governments which 
increases their financial burden. Thus lack of co-ordination between the 
State governments and the University Grants Commission, and the grant 
policies of the latter are not conducive to the development of universities. 
Grants are discussed in detail in the next chapter. 
Internal Resources: Fee 
The second most important source of finance for higher education is fees, 
though its share in total finance has fallen considerably over the years. Costs of 
education having increased during the period under review, the cost-fee disparity 
has become high and more pronounced. Per pupil fee also has declined over the 
period. The Table 7.10 below shows the contribution of fee to higher education in 
Uttar Pradesh. 
Table: 7.10 
Contribution of Fee to Higher Education in Uttar Pradesh 
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Source: computed on the basis of data given in Table 7.7. 
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The contribution of fees to higher education in U.P. at current and constant 
(1970-71 = 100) prices is given in Table 7.10, which reveals that while at current 
prices the contribution of fees has gone up from Rs.74 lakhs in 1950-51 to 
Rs.l013 lakhs in 1993-94, at constant prices it has remained virtually constant 
rising from Rs.141 lakhs to Rs.l47 lakhs over the said period. There has been a 
continuous decline in per pupil fees in higher education since 1970-71. It came 
down from Rs.346 in that year to Rs.l 19 in 1993-94. At constant prices, per pupil 
fees has shown a substantial decline from Rs.346 in 1970-71 to Rs.l7 only in 
1993-94. A glance over the indices of growth (columns 6 to 9 in Table 7.10) 
shows that while total contribution of fees at current prices increased by almost 14 
fold, it remained almost stagnant at constant prices. The index of per pupil 
contribution of fee went down from 100 to 82 at current prices and from 100 to 6 
at constant prices from 1950-51 to 1993-94. 
The contribution of fee to the total finance for higher education has shown 
a consistent decline from 1960-61. Its share stood at 31.6% in total in 1950-51 
and increased to 41.8% in 1960-61. The decade from 1970-71 witnessed 
maximum reduction in contribution of fees from 38.7% to 18.6% in 1979-80. 
Since then it has steadily declined reaching a low of 3.4% in 1993-94. This shows 
the significantly low level of private (compulsory) contribution to higher 
education. 
Table 7.11 shows the relationship between per capita State income and per 
pupil fees in higher education in Uttar Pradesh. It shows that while per capita 
income in U.P. increased by almost four times, from Rs.258 in 1950-51 to 
Rs.961in 1979-80, per pupil fees increased marginally from Rs.l46 in 1950-51 to 
Rs.167 in 1979-80. Per capita income increased to Rs.2157 in 1986-87 and further 
to Rs.4787 in 1993-94. Per pupil fees, on the other hand, fell to Rs. 158 in 1986-87 
and further to Rs.l 19 in 1993-94. Thus as percentage of per capita state income 
fees increased from 56.6% in 1950-51 to 76.2% in 1960-61. Subsequently it 
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declined to 71.2% in 1970-71. There was a sharp decline in the next decade and in 
1979-80 fees as percentage of per capita State income was only 17.3%. There was 
a continuous decline in contribution of fees and in 1993-94 it was only 2.5% of 
per capita State income. This clearly shows the declining share of fees in finance 
for higher education. 
Table 7.11 
Per Capita State Income and Per Pupil Fee 
in Higher Education in Uttar Pradesh 
Year 
1950-51 
1960-61 
1970-71 
1979-80 
1986-87 
1993-94 
Per capita State 
income 
Rupees 
258 
252 
486 
965 
2157 
4787 
Per pupil fee 
Rupees 
146 
192 
346 
162 
158 
119 
Fee as % of per 
capita 
income 
56.6 
76.2 
71.2 
17.3 
7.3 
2.5 
Source: (1) Plan documents of Uttar Pradesh Government. 
With the ever-expanding demand for higher education and 
increased public funding of the same, many State Governments are under severe 
financial strain. There is a growing feeling in many circles regarding adoption of a 
more rational fee structure. The people have become accustomed to a highly 
subsidized higher education system. Also the large majority of the people cannot 
afford more than what they are already paying. (Apart from fees, individuals also 
have to spend on books, stationery, conveyance etc.). As Sharma has pointed out, 
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only 30% students can afford the full cost of higher education.' Thus a full cost 
fee structure would be difficult to implement. The general feeling among 
researchers in this field is that fees should be raised, but the fee rise should be 
selective and not general. A discriminatory fee structure based on costs of 
education, household income levels etc., it is felt, would be more appropriate. 
More resources can be mobilized while at the same time it would not fall heavily 
on the people. 
Endowments 
Endowments and private donations have in the past been an important 
source of income of institutions of higher education. Generally endowments and 
donations are given for some specific purpose like construction of hostels, library, 
laboratory or classrooms. Private donations are often given for instituting 
scholarships. In Uttar Pradesh the government regulations lay dovm that private 
donations be used only for the purpose for which they are provided. The donors 
may be individuals - alumni or businessmen and industrialists as well as 
philanthropic or business organizations. Although the relative importance of this 
source has declined considerably, this is one source whose potential has not been 
full explored. Table 7.12 shows the contribution firom 'endowment and others' 
category. Similar to the trends in the contribution of fees to higher education is 
the case of income firom this source. It provided a little less than half of finance 
for higher education in 1950-51. With the passage of time its contribution got 
successively reduced and in 1979-80 it contributed just about 4%, falling further 
to 0.5% in 1993-94. The income from this source has shown a marginal increase 
at current prices while it has declined in terms of constant prices between 1950-51 
to 1993-94. Per pupil contribution from this source came down firom Rs.204 to 
Rs.l9 at current prices and from Rs.388 to Rs.3 only in terms of constant prices 
' Sharma, GD.: "Higher Education: Resource or Policy Crunch" in University News, Volume XXX, No.33 
August 1992. 
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between 1950-51 to 1993-94. Index of growth of per pupil contribution of 
endowments and other sources has come down from 100 to 1 during the same 
period. 
Table: 7.12 
Contribution Of Endowments and Other Sources 
to Higher Education in Uttar Pradesh 
(Rs. In Lakhs) 
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An analysis of the Table 7.12 highlights the following points: 
i) The percentage of the contribution of endowments to higher education in 
Uttar Pradesh has fallen drastically from 28% in 1960-61. The steady fall 
continued to 4.3% in 1979-80 and further to 0.5% in 1993-94. 
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ii) There was a steady increase in total amount contributed (though 
percentage decHned), at current prices from Rs.l03 lakhs in 1950-51 to 
Rs.293 lakhs in 1975-76. Subsequently it fell to just Rs.l68 lakhs in 1979-
80. In 1993-94 endowments accounted for Rs.l58 lakhs only. In terms of 
constant prices, the amount contributed in 1979-80 was just Rs.84 lakhs, 
the index in terms of constant prices falling to as low as 40 in 1979-80. 
iii) Per pupil contribution of endowments measured at current prices fell from 
Rs. 204 in 1950-51 to as low as Rs.38 in 1979-80 while in terms of 
constant prices the fall was from Rs.388 to Rs.l9 only in 1979-80. The 
index of per pupil contribution of endowments declined from 100 to 5. 
iv) It is clear from the above data that endowments have lagged too far behind 
in their contribution to educational finance. Unprecedented growth of the 
higher education sector in terms of student enrolment, number of 
universities and colleges, diversified courses, escalation in costs have all 
contributed to increasing financial requirements of this sector. The share 
of endowments, which are voluntary contributions, with the institutions 
having no control over the amoimt that this source contributes, has fallen 
to just 0.5% of total finance for higher education in 1993-94. Considering 
the importance of this sovu-ce of finance in the early decades of plaiming, it 
seems the fiill potential of endowments has not been realized and there is 
ample scope for raising more resources from endowments. 
v) This reduction could be either due to the apathy of the present generation 
towards the educational system or may be on account of claims of other 
sectors on the contributions made by philanthropists and their 
organizations. 
Summary and Conclusions 
The following points emerge from this chapter. 
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1. Broadly speaking there are two sources for financing education - Internal and 
External. 
2. Internal sources are further subdivided into private and public. 
3. Among the private sources, two important categories are fees and 
endowments. 
4. The government (Central, State and Local) and government institutions like 
the ICAR, CSIR are the public soiu-ces of educational finances in India. 
5. Over the planning period percentage contribution of different sources of 
finance has undergone a remarkable change. Government has emerged as the 
most important source, both at the level of total education as well as at the 
level of higher education, accounting for 90 percent and above. 
6. There is a feeling in some quarters that government is spending too much and 
should not subsidize education, especially higher education, as other sectors of 
the economy are also in need of government funds. 
7. However comparisons with other countries of the world, developed and 
underdeveloped, show that India is spending much less on education including 
higher education, both in terms of GNP as well as in terms of budgetary 
expenditures. Per capita expenditure on education and higher education is also 
much lower than it is in other parts of the world. 
8. Regarding sources of finance for education and higher education in Uttar 
Pradesh, the trends and patterns are similar to that at the national level. 
9. The relative roles of public and private sources have reversed since 1950-51. 
Share of fees is now less than 5 percent and of endowments not even 1 
percent. Ninety six percent of resources come from the government. 
10. Compared to other States in India, expenditure on education as percentage of 
budgetary expenditures in U.P. is much lower than in most States in India. 
However, in terms of SDP educational expenditure is higher than most States 
in India. 
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11. Being the most populous State in the country, per capita educational 
expenditure in Uttar Pradesh is the lowest after Bihar. 
12. Government contribution is in the form of grants. Federal grants are 
negligible, State government grants being the primary source of finance for 
higher education in Uttar Pradesh. 
13. Studies show that government grants in general in all States are miserably 
inadequate. Disbursement of grants too is far from satisfactory. The timing 
and manner of release of grants is faulty so that its full potential carmot be 
realized. 
14. Although higher education is faced with a resource crunch, there is a 
difference of opinion regarding raising of fees. Some experts feel that a full 
cost fee structure will not be desirable to introduce as the majority of the 
students cannot afford a higher fee than what they are already paying. 
15. It is therefore felt that the government will need to continue to bear the cost of 
higher education for some time to come. 
****«««*«* 
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Chapter VIII 
Budgetary Allotment 
and 
Grants-in-Ald Procedure 
BUDGETARY ALLOTMENT AND GRANTS-IN-AID 
PROCEDURE 
The Process of Budgetary Allotment of Funds 
Allotment of budgetary funds for higher education is unfortunately not 
based on any objective criteria. The format of the budget and the procedure itself 
is in accordance with the administrative conveniences of the govenmient rather 
than a manifestation of some basic economic principles. Before resources are 
made available it has to be decided on whether to consider education as 
consumption or investment. If it is regarded as investment the focus turns towards 
returns to education vis-a-vis physical investment. Returns to education involve a 
lot of spillover effect which is difficult to identify leave alone be quantified. 
Compelled with this is the long gestation period of education. These may result in 
a tendency to under-invest. Further, if containing inflationary pressure is an 
important consideration, there will be a temptation to give preference to quick 
maturing schemes, which give concrete results. However, if the long-term 
benefits of education covering successive generations are kept in mind more 
resources will be made available for education. 
Budgetary Allotment for Education 
The State budget for education is prepared by the Department of 
Education of the Government of Uttar Pradesh. It receives budget estimates for 
different levels of education from their respective administrative heads, which, 
after necessary adjustments are forwarded to the Department of Finance for 
incorporating in the general budget of the State government. The budget estimates 
are prepared in the following three parts: 
(a) The standing charges which are of a permanent nature, e.g., salaries of 
permanent establishment and ordinary contingency expenditure. 
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(b) Charges which are fluctuating from year to year but are not new 
objects of expenditure. 
(c) New items of expenditure. 
Of these the first two items are shown together in the item-wise estimates 
of expenditure while new items of expenditure are shown separately. The breakup 
of the expenditure into plan and non-plan categories is in accordance with the by 
now standard practice of transferring to the non-plan side of plan expenditure over 
the course of a five year plan. With the progress of planning, the amount of non-
plan expenditure would swell continuously and carrying as it does the property of 
committed expenditure becomes less and less amenable to curtailment. As of 
now, a little over 94 percent of the expenditure on education is classed as non-
plan. 
Budget Preparation for Higher Education 
Provision for financing of higher education is made in the budget. The 
State universities are autonomous bodies set up under the State Legislative Act. 
They are governed by the Uttar Pradesh Universities Act, 1973 (as amended from 
time to time). Provisions are made in the Act for financing of both their capital 
and recurrent costs from Govenmient funds. They also have the power to raise 
other fijnds by way of fees, donations and endowments, raise loans and receive 
grants, etc. The main responsibility of financing lies with Government. Capital 
requirements are covered fi-om the development funds in the form of subventions. 
Contribution to recurrent costs are met from annual grant which takes care of 
expenditure not covered by university, normal revenues or by other sources 
(subventions and grants are paid in advance in the form of account payments). 
Budgets of universities are prepared by their Finance Officer and form the basis 
for allotment of funds by the Government. 
Regarding degree colleges and other institutions of higher learning under 
State control, budget estimates are prepared by them according to certain laid 
185 
down conditions and passed onto the State's Education Department. There is no 
theoretical criterion, which forms the basis of higher education finance, the 
overall policy being laid down by the UGC. The State government's Education 
Department enjoys very little discretionary powers with respect to allotting funds 
for higher education. 
The normal recurring and non-recurring expenditure of the university is 
met out of grants from the State government. For financing development schemes 
such as introducing a new subject or course of study, creation of new teaching 
posts and undertaking research projects, for the duration of the Plan the UGC 
shares the responsibility of financing these development programmes with the 
State government and the university. After the expiry of the Plan period such 
expenditure becomes the committed expenditure under the budget and the full 
responsibility of the State government. Grants from Central government to 
universities are also provided for scholarships and for activities ancillary to 
education like National Service Scheme (N.S.S.), etc. The budget also provides 
for grants to private degree colleges to cover their recurring expenditures while 
building grants are provided by the UGC. To check misuse of resources, non-
government degree colleges are required to maintain proper accounts and 
vouchers of utilization of funds received by them from government under 
different heads. 
Several recommendations requiring the State goverrmient to observe 
scientific principles of resource allocation to education, keeping in mind 
economic needs, have been turned down. Opening of new schools, colleges and 
even universities or upgrading them is often based on political considerations. In 
this set up switching over to a better system seems to be a remote possibility. 
Higher education in Uttar Pradesh is largely dependent on goverrmient 
grants. Of the two types of universities, viz., Central and State, the financing of 
the latter is largely the responsibility of the State government. Similarly, of the 
two types of degree colleges, viz., government and private aided, the burden of 
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tinancing the former falls directly on State government and of the latter almost 
entirely on the State budget. Financing of universities and colleges in Uttar 
Pradesh is managed through grants-in-aid from the State government to 
educational institutions. Institutions of higher education in Uttar Pradesh also 
receive grant from the University Grants Commission, New Delhi, but its share is 
relatively marginal in its total financing. 
Deficit and Block Grants 
The grants-in-aid are final payments in the nature of donations or 
subscriptions made by Central or State governments and other authorised fimding 
agencies to an organization to run their activities. Grants-in-aid play a 
predominant role in the management of University finances. The grants to 
University institutions are governed by either of the systems, namely (1) deficit 
grants and (2) block grants. Block grants may be statutory, adhoc or based on past 
expenditure with or without allowance for normal increase. Under the system of 
deficit grants, maintenance grant is worked out on the basis of estimated approved 
expenditure, subject to adjustment in subsequent years, on the basis of actual 
income and actual expenditure. The block grant is based on criteria for fixation 
and frequency of its revision. This is comparatively more flexible and is therefore 
more preferable to deficit grants. 
In a study undertaken by MM Sharma (1992) on Financial Management of 
Universities in India, the following points regarding grants have emerged: 
(1) Not only is the grant to universities inadequate, the periodicity and the 
release of grants were also far fix)m satisfactory. 
(2) All the sampled Central Universities frivoured block grants and specific 
grants to the university. None were in favour of matching grants. While 
69% of State general imiversities were in favour of block grants, some 
also favoured specific, matcliing and deficit grants. 
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(3) Regarding adequacy of grants, 50% of Central universities felt that the 
block/maintenance grant was adequate while only 6% of the State general 
universities felt so. 
(4) As to whether grants should be lapsable or non-lapsable, all the Central 
Universities and 81% of State general universities were in favour of non-
lapsable grants. The Central universities were of the view that revenue 
grants should be lapsable with the close of the financial year and capital 
grants should be non-lapsable. However, only 31% of the State general 
universities felt that the revenue grant should be lapsable while 63% felt 
that capital grants should be non-lapsable. 
(5) 50% of the Central Universities and 69% of State general universities 
were of the view that the system of release of grants was defective. The 
last installment of grant is released to most of the University institutions at 
the fag end of the financial year and cannot be utilized properly. 
(6) The problem of inadequacy and untimely release of grant was overcome 
by the State general universities as follows :' 
(a) 44% of the Universities resorted to borrowing from nationalised 
banks. 
(b) 75% of the Universities deferred or postponed contingent and other 
payments. 
(c) 19% of the Universities delayed payment of salary of staff. 
(d) 6% of the Universities had to resort to mortgaging propert>- of 
University institutions. 
Educational giants to institutions of higher education in countries like 
U.K. are based on certain objective criteria and that is the reason that grants are 
more rationally allocated in those countries. In Uttar Pradesh on the other hand. 
' Sharma, M.M.: Financial Management of Universities in India, Concept Publishing Co., New 
Delhi, 1992. 
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though the Government tried to base the disbursement of grants on some criteria, 
those could never be used in a transparent manner. Actual disbursement of grants 
has always been subject to manipulation. For example, enrolment of students, 
which is a condition for allocation of grants, and deciding its level, often 
remained on paper. Sometimes actual enrolment much exceeded the rational 
requirements and sometimes it fell much short of the minimum recommended 
strength. Grants-in-aid rules vary from one university to another. The Uttar 
Pradesh Govemrhent has stipulated the condition that the grant is to be spent only 
on items approved by the government. Its utilization, even temporarily, on items 
not approved by the government is not permitted. 
There are inter-State disparities in the system of grants-in-aid to higher 
education. The system tends to favour certain institutions that are capable of 
adhering to the required norms and procedures, while it is detrimental to others. 
However there is no under-pinning of any basic principle among all the States. 
This is the reason that higher education financing in India is subject to political 
pulls and pressures than to any specific economic criteria. 
Emergence of Educational Grants-in-aid 
The genesis of the system of grants to educational institutions can be traced 
back to Wood's Despatch of 1854, which outlined Government of India's policy 
relating to financing of education. The two main objectives of the colonial 
government in this regard were: 
(a) Gradual withdrawal of the Government from the educational field and 
(b) Encouragement of private enterprise through a system of grants-in-aid. 
However, the first ever grant-in-aid to the universities was sanctioned much 
later. In 1905 the Government sanctioned Rs. 25 lakhs for universities and 
colleges, to be given at the rate of Rs. 5 lakhs per year. By 1918-1919, the 
quantum of grants was raised to Rs. 43 lakhs. Subsequently upward revisions took 
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place, the policy remaining unchanged.^  Throughout the colonial rule by the 
British in India the Government provided financial subsidies to the institutions of 
higher education without any direct involvement in their establishment. With the 
coming to power of a national Government after Independence, a direct and 
constructive role came to be played by the Government in all fields of activity 
including higher education. Education was conceived as an important input in the 
process of development. The existing policies and procedures of grants-in-aid to 
institutions of higher education were modified. The Government, Central and 
State, have emerged as the main source of financing of educational programmes 
in general and higher education in particular. 
The discussion on grants is dealt with in three sections. The first section 
deals with Central Government grants to universities and colleges. Development 
grants to State Universities, primarily in the form of matching grants is discussed 
separately. The second section discusses State government grants to different 
institutions of higher education, namely colleges of general education, colleges of 
technical education and State Universities. The third section gives a critical 
evaluation of the system of grants. 
A. CENTRAL GOVERNMENT GRANTS 
Though the bulk of resources for higher education are provided by the 
State governments, the contribution madie by Central Government is also quite 
significant. The Central Government works through various ministries and 
departments, for example the Ministry of Health and Family Welfare, the 
Ministry of Agriculture etc. The Ministry of Human Resource Development 
(HRD) is, however, responsible for the maintenance and development of the 
largest number of institutions of higher education and research which it finances 
^ Azad, J.L.: "State Grants: Patterns, Procedures and Policies" in Higher Education in India -The 
Institutional Context ed. Amrik Singh, G.D. Sharma, Konark Publishers, Delhi, 1989. 
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through organisations set up by it, like the University Grants Commission, the 
Indian Council of Social Science Research (ICSSR), the All India Council for 
Technical Education (AICTE) etc. The University Grants Commission is by far 
the largest body created by the Central Government that has the responsibility of 
co-ordination and determination of standards of higher education. The University 
Grants Commission drew up a Policy Frame in 1978, for development of higher 
education in the next ten to fifteen years. The salient features of the policy frame 
are: 
(a) Linking admissions to higher education to talent and aptitude, 
adopting policies of selective admissions. 
(b) Vocationalisation at secondary stage to reduce pressure on the 
University system, delinking most of the jobs from degrees. 
(c) Making undergraduate courses more relevant and significant. 
(d) Ensuring that University departments satisfy the norms as viable 
imits of teaching and research. 
So far as implementation of the policy frame is concerned, their operation 
rests with the State governments, universities, colleges, etc. The University Grants 
Coiimiission can only provide guidance and assistance. 
A review committee set up by the University Grants Commission in 1981 
has noted that the recommendations of the University Grants Commission have 
not been implemented in spite of financial assistance in the form of grants to 
colleges and universities being under its control. The policy of selective 
admissions, linking admissions to talent and aptitude have not been given much 
thought by State governments and institutions of higher education. There has also 
been an increase in the number of colleges "at an alarming pace and good 
proportion of them (colleges) are not assured of adequate financial support.^  Nor 
' Review Committee on University Grants Commission Programmes, University Grants 
Commission, p.45,1981. 
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have relevant courses been introduced or syllabi revised except in the case of 
some institutions of higher education. 
Patterns of Assistance 
The pattern of financial assistance provided by the University Grants 
Commission to different educational institutions is discussed below: 
Universities: The UGC gives assistance to imiversities for the development of 
under-graduate and post-graduate departments. It gives 100% assistance for 
additional staff, equipment, books and journals and faculty improvement 
programmes. For buildings, health centres, university press, etc., the UGC shares 
50% of expenditure, for women's hostels 75% of expenditure is borne by the 
UGC. In the case of Central universities, financial assistance provided by the 
UGC is to the tune of 90% and above of their requirements. 
Colleges: The University Grants Commission provides financial assistance to 
degree and post-graduate colleges for their development whose pattern is 
discussed below: 
a) Colleges that have at least 150 students in degree classes and above and have 
5 permanent teachers excluding the principal and physical training instructor 
are eligible for financial assistance on 100% basis for (i) faculty improvement 
(ii) books and journals and (iii) equipment. 
b) For development of under graduate education in colleges wiiich have at least 
300 students and above in degree classes financial assistance is given. There 
must be at least 4 departments with a minimum of two teachers in each of the 
departments and at least 10 permanent teachers excluding the principal and 
physical training instructor. The limit of assistance varies fi'om Rs.4 lakhs for 
a college with student enrolment between 300 to 600 to Rs.7.5 lakhs for a 
college with enrolment in degree classes exceeding 2000. The enrolment 
criteria is relaxed for women's colleges and colleges catering to needs of 
scheduled castes/tribes. 
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c) For development of post-graduate education in colleges the Commission 
provides Rs. 1.5 lakhs for humanities and social science departments and 2 
lakhs for departments in physical and life sciences. 
d) The Commission provides financial assistance to universities for faculty 
improvement programmes to enable teachers to avail of travel grants, national 
lectures, visiting professorships and fellowships, so that they can exchange 
ideas with experts in their field and keep abreast of modem developments in 
their field of study. Scholarships and fellowships are also awarded by the 
University Grants Commission to bright students for independent research 
work.^  
Matching Grants 
The University Grants Commission provides development grants to 
universities and colleges for which a matching grant needs to be provided by 
either the State govcnmients or the management of the institutions concerned. The 
compulsion of providing a matching grant is responsible for lower utilization of 
these grants. Quite often State governments and the management of the 
institutions concerned have either been unwilling or unable to make available 
matching provisions. Hence their lower utilization. The University Grants 
Conmiission Review Committee (1981) has also commented on this fact. In his 
study on higher education mentioned earlier, (1988) J.L. Azad highlights the 
following points regarding matching grants. 
(i) In order to fulfill their obligations under matching grants the State 
governments were many a time required to change their programmes and 
schemes of financing institutions thus distorting their priorities. 
* Azad ,JL.: Higher Education in India - The Deepening Financial Crisis, Radiant Publishers, 
New Delhi, 1988. 
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(ii) It was difficult for the economically weaker States and institutions to 
provide matching funds. They failed to avail of the benefits provided 
under the scheme. 
(iii) It required the State government and institutions to take over the full 
responsibility of the scheme after the expiry of the stipulated period of 
University Grants Commission assistance, which they were either 
unwilling or unable to do. 
(iv) Some State governments complained that at the time of initiating new 
schemes of assistance the University Grants Commission did not consult 
them. They were therefore not able to provide matching assistance for 
such schemes. To make the schemes of matching contribution from State 
governments effective, proposals could be submitted to the concerned 
Govenmients, so that its administrative and financial implications could be 
fully examined, and the visiting conunittees apprised of the extent to 
which the State governments would be willing to share the financial 
burden. 
(v) Introducing fewer schemes with 100% assistance fi-om the University 
Grants Commission, it is felt, would be of greater value than a large 
number of schemes with matching assistance. The University Grants 
Conmiission should also offer maintenance grants for continuance of the 
schemes in the case of the economically weaker States and institutions. In 
other cases also, absence of maintenance grants renders unfit equipment 
purchased earlier, even during its useful life. 
Commenting on the system of grants with respect to Central universities, 
the Punnayya Conunittee has observed "There is a need for the UGC and the 
universities to develop opermess in respect of development grants both in regard 
to their operations and funding"'. 
' Justice Punnayya Committee Report on Central Universities, /PPi,Chapter VI, para 6.12, p. 138. 
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It is felt that an integrated view of the Plan and non-Plan requirements of 
universities and colleges should be taken to be able to effectively tackle their 
financial problems. Under the present system only Plan expenditure is subjected 
to critical scrutiny while the entire expenditures should be thoroughly reviewed to 
study the problem of financing in its proper perspective, and find suitable 
remedies to tackle the same. Other central organisations like the Indian Council of 
Social Science Research (ICSSR) Indian Council of Historical Research (ICHR), 
etc., also provide financial assistance for research in their respective areas through 
project grants, fellowships, publication grant, etc. The main beneficiaries are the 
imiversities while colleges very often are not even aware of schemes of assistance 
provided by these organisations. Greater publicity should be given to such 
schemes so that colleges can also avail of the benefits provided by these 
organizations. 
B. STATE GOVERNMENT GRANTS 
The bulk of financial resources for the maintenance and development of 
institutions of higher education are provided by the State governments in spite of 
the fact that the item of education is on the Concurrent List of the Indian 
Constitution. To be eligible for State assistance, colleges have to meet certain 
conditions imposed by the State governments. These are given below: 
(a) Administrative: To check xinplaimed growth of colleges, some State 
governments (e.g., Gujarat, Haiyana) have fi-amed regulations for 
opening of colleges. Permission has to be obtained fi-om the competent 
authority for opening a college duly registered. 
(b) Managing Body: All States insist on regularly constituted managing 
committees. 
(c) Participation in political activities: Most states prohibit teachers and 
students to take active part in politics. 
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(d) Religions Neutrality: Colleges are required to strictly adhere to 
religious neutrality. 
(e) Financial: To be able to become eligible for full assistance, colleges in 
a number of states have to undergo a period of probation which may 
extend to as long as 9 years. The colleges are also required to create a 
reserve fund. 
(f) Fees: The States generally insist on government approval regarding the 
rate of fee. In some states higher than the approved fee can be charged, 
but the extra amount has to be utilized for development. 
(g) Academic: The State government generally lays down the 
qualifications and general conditions of service including the age of 
retirement. 
(h) Enrolment: Most State governments have fixed minimum and 
maximum eiurolment for different types of colleges. 
Patterns and Procedures 
State government grants to universities and colleges can be broadly 
classified as 
(a) Maintenance grants 
(b) Development grant 
(c) Non-recurring grants for buildings, equipment, etc. 
Maintenance grants are given for routine day to day functioning of the 
institutions. Development grants are given on a matching basis to enable the 
institutions to avail of various development schemes offered by federal agencies 
like the University Grants Commission, ICAR, etc. For various development 
projects in universities and colleges, part of the financial assistance is provided by 
Central government agencies and a matching contribution from the State 
government/institution concerned is needed for implementation of the 
project/scheme. Non-recurring lump sum grants are given for buildings. 
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equipment, etc. In the following section, grants to colleges and universities are 
dealt with separately. 
I. Grants to Colleges of General Education 
There are considerable variations in the grants provided by different states. 
Following are broad features of different types of grants to colleges of general 
education. 
> Maintenance Grants: The practice followed by different states with respect to 
maintenance grants are given below: 
(a) Maintenance grants vary from less than 50% of the net deficit in West Bengal 
to 100% of the net deficit in Andhra Pradesh, Assam, Jammu and Kashmir, 
M.P. and West Bengal (for government sponsored colleges only). 
(b) In Tamil Nadu, Tripura, Punjab and Rajasthan grants vary between 70% to 
95% of approved expenditure. 
(c) Orissa Government's grants to colleges increase from 33% after 5 years to 
100% after 9 years of the colleges being brought on the list of government 
assisted institutions. 
(d) Seven states-Andhra, Gujarat, Kamataka, Kerala, Maharashtra, Orrissa and 
Uttar Pradesh have introduced the system of paying salaries direct to the 
teachers. The practices, however, vary from state to state. 
(e) In Rajasthan, private colleges have been classified into four categories-A, B, 
C and D which are given grants-in-aid of 80, 70, 60 and 50% respectively, of 
previous year's expenditure, plus likely increments to staff. There is a special 
category of colleges which are given 90% of the deficit as grant. 
(f) Gujarat has introduced a system of pay packet grant besides development 
grant for schemes sponsored by University Grants Commission. Of special 
mention is "performance grant" infroduced by the State govermnent. On the 
basis of a comprehensive assessment of progress in academic field as well as 
extra-curricular activities, evaluated by a special board, the first three colleges 
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are entitled to performance grant of Rs. 1,00,000, 75,000 and 50,000. Special 
grants for encouraging scheduled castes and tribes are also given. All grants 
are subject to student enrolments as specified by the Government. 
> Building Grants: Generally 50% of the expenditure on buildings is met by the 
State governments. A financial limit for building grant has been laid down by 
the government. For example, both Andhra Pradesh and Tamil Nadu have 
fixed a limit at Rs. 75,000 for first grade colleges and Rs. 50,000 for second 
grade colleges. Tripura has fixed the limit at Rs. 2 lakhs. In some states there 
is no provision of grants for building and equipment. These are Assam, Bihar, 
Haryana, Himachal Pradesh, Kerala, Kamataka, Nagaland and Uttar Pradesh. 
II. Grants to Colleges of Technical Education 
> Maintenance Grants: The assistance provided by most State govenunents 
varies fi*om 75% to 100% of the approved expenditure. Andhra Pradesh gives 
65% of approved expenditure for boys' Polytechnics. Kerala and Uttar 
Pradesh have introduced a system of direct payment to teachers. 
> Building and equipment: Grants vary, fi-om less than 50% as in Andhra and 
Haryana to more than 50% as in Kamataka and Tamil Nadu. Some states have 
placed maximum limits, e.g., Kamataka gives Rs. 50,00 for Engineering 
colleges and Rs. 20,000 for Polytechnics. Uttar Pradesh gives assistance for 
contingent expenditure at the rate of Rs. 165 per student. 
III. Grants to Universities 
The State governments provide grants to State universities, which can be 
categorised into: 
• Statutory grants like foundation fund, endowment fimd etc. 
• Maintenance grants or block grants, given on an annual basis for 
routine expenditures 
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• Development grants including those given as matching contribution 
for University Grants Commission schemes. 
> Statutory Grants: These grants vary from state to state. They were as low as 
Rs. 2 lakhs each in the case of Berhampur and Sambalpur Universities in 
Orissa while in the case of Pantnagar Agriculture University in Uttar Pradesh 
grants were Rs. 226 lakhs. Only in the case of 3 other universities, namely, 
Meerut (in U.P.), Punjab and Kerala Agricultural, statutory/foundation grant 
exceeded Rs. 50 lakhs. 
> Maintenance Grants: These grants are determined by the State governments 
for a specified period of 3 or 5 years and are given on an annual basis. The 
grants are subject to increase on account of raising costs and are determined 
on the basis of: 
(a) The net deficit of the university on approved expenditure for the 
previous year plus an increase on account of rising costs, and 
(b) The budgetary constraints of the respective State governments. 
> Development Grants: Development grants are given by the State governments 
to universities as matching contribution for schemes sponsored by the UGC or 
from the Ministry of Health in respect of departments of medicine, or the 
Indian Council of Agricultural Research in the case of department of 
agriculture. The State governments also give development grants for schemes 
sponsored by them. 
Block and Earmarked Grants 
Block grants are generally for maintenance of the institutions while 
earmarked grants are for specific purposes. Block grants are generally fixed and 
are determined on the basis of the difference between estimated income and 
estimated expenditure. The problems with block grants are: 
(i) The estimate of expected income may not be correct and is 
especially a problem when actual income falls short of this. 
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(ii) Similarly actual expenditure may be in excess of estimated 
expenditure on account of cost escalation, etc. 
(iii) Frequent increase in allowances to staff may upset calculations of 
block grants. 
The earmarked grants are fixed on the basis of specific requirements of the 
institution concerned. These grants caimot be diverted to any other use and are 
given for a specific purpose and have to be spent accordingly. They are not 
subjected to the whims and wishes of University officials. In both the above 
systems there are merits. The block grants give freedom to the institutions to 
rearrange priorities without waiting for permission firom outside thus avoiding 
unwanted delays. Earmarked grants on the other hand, though rigid, ensure 
implementation of the project for which they have been sanctioned. A judicious 
combination of both block and earmarked grants would be in the best interest of 
the institutions of higher education. 
C. CRITICAL REVIEW OF GRANTS-IN-AID 
Government grants play a crucial role in the development of higher 
education. With the passage of time imiversities and colleges have come to 
depend heavily on government assistance. Though the genesis of grants can be 
traced back to colonial times, the emergence of India as a firee and sovereign State 
has ushered in a new era of hope and aspirations for the people of India. 
Education has been viewed as an important input in the process of development. 
This is reflected in the govertmient's policy towards financial assistance to 
education in general and higher education in particular. The principles and 
policies governing grants-in-aid to higher education have duly been modified. To 
be an effective instrument of integrated development of university institutions, 
certain basic principles need to be satisfied. These are discussed below: 
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Equity 
The principle of equity implies that the system of grants-in-aid should not 
be discriminatory. It should be applicable to all types of institutions. However, it 
has been observed that the system of grants-in-aid as it is practiced by states, is 
somewhat inequitable. The result has been that even in smaller states glaring 
inter-university inequalities in financial situation exist. It has also been observed 
that in giving grants, both State and Central governments give preference to 
universities and professional colleges as against colleges of general education. 
Besides discrimination, wide variations exist in the practices followed by different 
states. Grants vary from meeting one-third of approved expenditure of collegiate 
institutions in some states to 100% of the deficit expenditure in other states. In 
still other states the system of salary grants has been introduced. There are also 
variations in the interpretation of approved expenditure by State governments. 
Essential items like telephone charges, repairs of buildings, etc., are not eligible 
for assistance, as some states do not include these in their "approved" items of 
expenditure. 
Specificity 
The system of grants as practiced by State governments lacks specificity 
on account of the following factors: 
a) Many State governments like Bihar, Haryana, Himachal Pradesh, Nagaland 
and Punjab have not laid down any specific proportion of expenditure to be 
paid as State grants, which are determined by the bureaucracy. 
b) The terms 'approved' income and expenditure are not clearly defined. The 
quantum of assistance is determined on adhoc basis. 
c) Even when grants-in-aid are clearly specified, the actual assistance available 
to institutions of higher education is subject to availability of fiinds rather than 
the needs of the institutions concerned. 
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d) For many schemes of assistance is provided by the government. However, 
imposition of ceiling limit, for example, Rs. 75,000 for first grade colleges in 
Andhra Pradesh gives an incorrect impression of the extent of assistance 
provided. 
e) There is lack of co-ordination between different grant giving bodies, which 
work in isolation without consulting each other. This also results in 
overlapping of schemes. Sometimes it is difficult for State governments to 
make adjustments to accommodate new schemes announced by UGC without 
consulting them. Lack of demarcation of financial responsibility between 
Central and State govenmients exists in spite of there being constitutional 
provision for the same. Programmes of a local character should be financed by 
the State governments while those having inter-state or inter-university 
implications like improvement of standards of higher education, creation of 
research facilities requiring heavy expenditure on sophisticated equipment etc. 
should be the responsibility of the Central government. 
(iv) Adequacy 
As has been mentioned earlier there is inequality in the distribution of 
grants. While the Central Universities get assistance to the extent of 90% and 
above of their financial requirements fi-om the University Grants Commission, 
most of the State universities are facing grave financial crisis. University Grants 
Commission assistance varies for different schemes of development. For many 
schemes State universities are not able to procure 50% of matching grants and are 
not able to avail of many University Grants Commission schemes. So far as 
colleges are concerned, professional and science colleges are given preference 
over colleges of general education. Thus finances for State universities and for 
colleges of general education are inadequate. Almost all studies undertaken in 
different states have repeatedly emphasized on inadequacy of State grants. 
Lakdawala and Shah, for instance, have noted that a decline in the relative share 
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in grants has taken place in higher education as against other levels of education 
while expansion in enrolments is comparatively much faster. Per capita money 
grant has fallen as a result.^  
In a study conducted by J.L. Azad on 29 universities the following facts 
regarding adequacy of grants were brought out: 
(a) 57% of collegiate institutions testified to inadequacy of maintenance 
grants. 
(b) Only 16% of universities reported in favour of adequacy of State grants 
for their maintenance. 
(c) Only 16% of universities considered development grants from Central 
government to be adequate. 
(d) Regarding development grants from State government, only 12% of 
universities and 18% of colleges regarded them as adequate. 
The steps taken by universities to meet budgetary deficits and to overcome 
inadequate State grants were: 
i. keeping posts vacant 
ii. not taking up development plans 
iii. restricting expenditure on buildings and equipment and 
iv. reducing expenditure on games and sports. 
The above clearly reflects how in the absence of adequate grants the smooth 
functioning of institutions of higher education is adversely affected. 
(c) Elasticity 
Higher education has been under considerable financial strain as the system of 
grants-in-aid is inelastic and has not responded satisfactorily to growing needs of 
institutions of higher education. This is specially so in the case of State 
* Lakdawala, DT and Shah, KR.: "Optimum Utilization of Educational Expenditure in 
Gujarat", Ahmadabad, Sardar Patel Institute of Economic and Social Research, 1978. 
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universities and colleges of general education. Due to the inelastic nature of 
grants, development plans have been adversely affected. 
(d) Promotionality 
The promotional role of the system of grants-in-aid can be measured in 
terms of the following parameters: 
i. building up of physical infrastructure 
ii. encouraging the institutions to mobilise financial resources. 
In the study conducted by J.L. Azad (mentioned earlier), the majority of 
the colleges felt that grants-in-aid failed to play a promotional role in terms of the 
parameters mentioned above. Some States have now realised the need for giving 
incentives for better performance. Rajasthan and Gujarat, for example, have 
worked out a system, which gives higher grants to institutions classified as better 
institutions in terms of their progress in academic and extra curricular activities. 
Regarding mobilization of resources by institutions of higher education, 
grants-in-aid rules do not give any incentive to institutions which are able to 
observe financial discipline and manage their expenditure. For example, in 
Maharashtra no grant is paid to a college which has a surplus or balance in hand of 
Rs. one lakh or more. Further, many states do not allow a raise in tuition fee. 
(e) Efficiency 
The disbursement of grants and other aspects related to their 
administration have a direct impact on the effectiveness of the system. In the 
above mentioned study more than 50% of the institutions were not satisfied with 
the administration of grants and complained about delays in assessment, sanction 
and release of grants. Nanjundappa has also commented that absence of any 
proper time schedule with respect to release of grants has been felt, and which is 
detrimental to development.' Cumbersome formalities have to be gone through 
before grants were released. Inordinate delays in release of grants or grants being 
' Nanjundappa, D.M.: Working of University Finances, Sterling Publishers, New Delhi, 1976. 
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released at the fag end of the financial year resulted in inefficient use of grants. It 
has been observed by Panchmukhi that more than half of the grant is received in 
the last quarter of the year, while financial difficulties are maximum after the end 
of September every year, at least for about three months.* To overcome this 
problem and to cover the gaps, universities often draw upon surpluses 
accumulated in previous years, which are rarely available. More frequent method 
adopted is to resort to overdrafts from banks. This increases the financial burden 
on the universities as they have to make heavy payments of interests on 
overdrafts. Lakdawala and Shah point out that this is often due to uncertainty 
regarding payment of final block grants or delay on the part of the State 
government in meeting its matching share in development schemes. 
The period of probation of one to five years, which an institution has to go 
through before it becomes eligible for State grants, is considered unwarranted, as 
it is in the initial years of establishment that an institution is very much in need of 
State support and assistance. To add to these problems is the leisurely and 
indifferent attitude of State bureaucracy in dealing with the institutions of higher 
education. Undue interference by State governments in appointments of teaching 
and non-teaching staff, their policy of reservation in admissions and appointments 
are also an undesirable part of the system. 
Grants in aid policies of the UGC have also come up for criticism. The UGC 
finances only the Plan requirements of the universities. Even these needs are not 
fully taken care of Only the capital expenditures on accoimt of equipment and 
building is financed, while their maintenance becomes the responsibility of the 
universities. In the case of matching grants, states are very often not able to 
provide their share. Hence full advantage of UGC assistance can not be realized. 
Another problem is that in the case of new departments, UGC's assistance is 
* Panchmukhi, PR.: Economics of University Finances: Basic Principles and Practices, Dharwar: 
Centre for Multidisciplinary Research, Kamataka Historical Research Society, 1977. 
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confined to teaching staff only. Non-teaching staff except the laboratory 
attendants is not covered. Expenditure on these staff is not approved even for 
State grants. To add to the problem, funds are released by the UGC after 
submission of accounts and the university has to meet expenditures from its own 
resources during this period. Grants are received much later. Another defect 
relates to inter-university and inter-state disparities, which are not taken into 
account when providing financial assistance. 
Still another problem faced by the universities is with respect to internal 
allocation. The universities have no prerogative in reallocation of funds if the 
need so arises. Continuation of development programmes, initiated during a Plan 
period depends on the level of Stale grants and the UGC caimot ensure their 
continuance. Thus while capital needs are satisfied by the UGC the revenue needs 
are met by the State governments. The division of responsibilities between the 
UGC and State government appears to be based on no rational criteria and has not 
been found to be conducive for university development.' Further, lack of co-
ordination between the UGC and the State government is also detrimental to the 
progress of imiversity education. 
To conclude, the system of grants-in-aid is an essential pre-requisite for 
sustained development of higher education. It should not be viewed as an 
instrument of control of the system of higher education. It should facilitate 
development of higher education rather than act as a hindrance. An efficient 
system of grants-in-aid can be made an effective instrument to promote the 
growth and development of instimtions and help to bring about the desired 
changes in the system of higher education. The socio-economic needs of the 
States being of a varied nature, a rational and flexible approach in dealing with 
institutions of higher education is called for keeping in view their specific 
requirements. In the case of matching grants given by the University Grants 
' Tilak, JBG.: "University Finances in India. A Review of Problems and Prospects, Higher 
Education, 17, Kluwer Academic Publishers, Dordrecht - Printed in Netherlands, 1988. 
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Commission (Central Government grant), a better alternative would be a 100% 
grant for fewer projects rather than 50% grant for a wide variety of projects. 
Uttar Pradesh being the State with the highest population in India, and 
having to support the largest system of higher education among all States, has to 
leafn from the British and Japanese experience. For that matter, the aim should 
not be to emulate the British and Japanese system, but try to evolve our own, 
incorporating the salient main positive features of the above-mentioned systems 
on grants, which are noted world wide on the subject of grants-in-aid. 
Formulae for Grants 
State govenunent grants to universities and colleges are very important. 
The mechanism of providing grants to institutions of higher learning comprises of 
the following two types of grants as mentioned in detail above: 
(a) recurring, and 
(b) non-recurring 
Of these the recurring grants are given under one or more of the following 
heads: 
1. Maintenance grants 
2. Block grants 
3. Supplementary grants 
4. Salary grants 
5. Ad-hoc grants 
The non-recurring grants are normally given under the following heads: 
1. Building grants 
2. Hospital grants 
3. Equipment grants 
4. Books and journals (library) grants 
5. Additional grants 
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Among these, the most important source to universities and colleges is the 
block/maintenance grants, which are expected to cover the total maintenance 
expenditures. This grants-in-aid is released by the State government to the 
universities imparting general and professional education. There are three 
formulae for calculating grants: 
(a) deficit basis 
(b) incremental basis 
(c) Ad-hoc basis 
(a) Deficit Basis: 
The deficit is usually calculated on the basis of excess of admissible 
expenditure over income. But universities do not appear to have one standard 
method of estimating deficit for calculating the expected amount of grant. While 
Meerut University (now known as Chaudhary Charan Singh University) 
calculates its amount by deducting approved expenditure fi-om approved income, 
Gorakhpur University (now Deen Dayal Upadhyaya Gorakhpur University) 
deducts admissible expenditure firom revenue, and Roorkee University calculates 
it as the difference between estimated income and estimated expenditure. The 
items of admissible expenditure have a tendency to differ fi"om one university to 
another and some times within the university firom year to year! Thus the deficit 
method suffers firom ambiguity, which can be expected to give rise to a situation 
in which the amount of grant will tend to be influenced by the bargaining and 
persuasion powers of a university. Besides, discounting the positivism, it also has 
an in-built tendency to increase the extent of deficits because the financial 
discipline cannot be enforced unless the items of admissible expenditure are 
clearly defined at the beginning of the budget period. 
(b) Incremental Basis: 
The second formula to give grant-in-aid is to allow a specified percentage 
increase over the grants given in the previous period. The formula mainly suffers 
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from arbitrariness, as there is no relationship between the permissible percentage 
increase and the price rise in the related period. 
(c) Ad-hoc basis: 
This formula of grants to universities is not based on the basis of financial 
requirements of institutions, but on the basis of resources available with the State 
government. The standard practice is to fix grants on the basis of price-index 
prevalent at the time of the inception of a university/institution and some time 
allow some net percentage increase (over and above the price rise). This formula 
takes a static value of the university and hardly considers the changes which have 
had occurred. Agra University had often been given grants on this basis despite 
deficiencies in it. 
Procedure of Grants 
An important aspect in the financing of higher education through grants-
in-aid involves three main steps: 
i. TTie submission ofbudget by the universities 
ii. Sanctioning of grants at the State level, and 
iii. Releasing entire or part of the sanctioned grant as an installment. 
It is important to note that there is no time firame adhered to in these three 
stages. This delay aspect, however, is debatable, for the State government and the 
universities differ as to the main reasons of delay. This is one of the reasons that 
financing of universities in the State is not efGcient. Universities generally take a 
view that their budgetary requirement for the next financial year, even if sent well 
in advance, are kept pending at the State level and there is considerable delay in 
sanctioning and release of grants-in-aid. The universities fiirther maintain that the 
shortage of fiinds (because of time lag in the release of fimds) are then resolved 
by them by taking up one or more of the following measures: 
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o Availing over drafts from banks (usually from that Branch in which 
university accounts are maintained), 
o Drawing upon bank deposits, 
o Curtailing or postponing expenditure on some items, 
o Transferring fimds from one account to another, 
o Deferring payments of outstanding bills, 
o Seeking supplementary grants from the government to be released 
urgently. 
Of the above measures, imiversities in U.P. often resort to overdrafts from 
Banks. But using this facility is further detrimental as it implies payment of 
interest to banks, which is not an admissible expenditure item. Whereas the State 
officials claim that the delay stems from the fact that the imiversities themselves 
do not submit their budgetary proposals in time. 
The universities are also often accused of by the State government that: 
o Budgets of universities are over-estimated. 
o The exact requirements of universities are often not verified by the 
imiversity authorities, 
o There is a lack of financial discipline in universities, which is the main 
cause of resorting to overdraft facility, 
o Projected estimates of expenditures differ widely and the university 
itself is not sure of the exact requirement. 
Thus, universities and State governments hold different opinions about 
each other as mentioned above. Opposite views are also held on the following 
issues: 
i. Adequacy of grants. 
ii. Flexibility of the financing mechanism. 
iii. Efficiency in sanctions and release of fluids. 
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iv. University autonomy in taking financial and other internal 
decisions (for instance, creation of posts and equity in 
terms of per student expenditure, etc.). 
It has rendered the financing of higher education in Uttar Pradesh very 
inefficient. 
Programmes and Performance Budgeting System (PPBS) for Higher 
Education in U.P as an Alternative to Accounting Budgeting 
Performance budgeting in education is a system of presentation of public 
expenditure in terms of functions, programmes and performance units, viz., 
activities, projects, etc., reflecting primarily output and its costs. Often the 
traditional accounting budgeting is applied to education, through which money is 
spent but results are often elusive. But in accordance with ftinctional classification 
the term programme related to higher level of educational organization embraces 
a number of performance units. In the new budgetary pzirlance the terms 
'programme' and 'performance' are often used interchangeably. 
Introduction of performance budgeting system in education will be 
beneficial in many ways. PPBS tends to highlight the needs for clearly defined 
objectives, choice between alternative programmes based on their cost-benefit 
implication, spelling out of the fiiture cost repercussions of financial 
commitments, etc. In a way it may be said that programme budgeting emphasizes 
on the need for overall programme management in the light of long term 
objectives. 
The keynote of the performance budgeting on the other hand has been an 
improvement of internal management on the basis of the volume of work to be 
accomplished (during a financial year) and its costs. Thus, performance budgeting 
involves the development of more refined management tools, such as work 
measurement, performance standards and unit cost, etc. In other words if 
performance budgeting technique is applied to education, it will represent the 
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educational objectives and purposes for which funds are required, the cost of the 
programmes proposed for achieving those objectives and quantitative data 
measuring the accomplishment and work performed under each programme. 
Under the performance budgeting system if applied to education will be 
divided into functions based on the major purpose of the goverrunent and then 
subdivided into educational programmes and academic activities. Under this 
system funds are granted for doing a specific quantity of work, because 
performance budgeting implies that the budget estimate should indicate the actual 
achievement expected by government over a period of time from certain amount 
of expenditure. 
Thus viewed, the process of performance budgeting is not merely a 
bridging technique in the narrow sense of the word, it constitutes a new approach 
to budget formation and execution. Since costs and benefits are indicated side by 
side, this technique helps in decision making regarding allocation of funds. 
Performance budgeting, if applied to higher education will require the 
following: 
• Work measurement and the application of performance standards 
• Record keeping along functional lines 
• Integration ofbudgeting and accounting classification 
• Organization of programme management 
• Proper classification of public expenditure on various heads of 
higher education. 
Although in a sense, the Education Department of Uttar Pradesh has 
started preparing "performance budget"*" for education since 1980-81, it is 
basically of the nature of recasting the proposed budgetary figures. The 
programme performance budgeting system needs to be implemented in true sense 
'° The so-called performance budget of the Education Department of U.P Government is titled as 
"Shiksha Vibhag ka Karyapurti Digdarshak" (Perfomiance Guide). 
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of the word in order that resources are firuitfully utilized and desired results are 
obtained in the field of higher educational advancement of the State. 
Summary and Conclusions 
Allotment of budgetary funds for higher education is not based on any 
objective criteria or set economic principles. It is in accordance with the 
administrative convenience of the government. The Department of Education of 
the Government of Uttar Pradesh receives budget estimates for different levels of 
education, which after necessary adjustments, are forwarded to the Department of 
Finance for incorporation in the general budget of the State government. The 
overall policy in the case of higher education is laid down by the UGC. The 
normal recurring and non-recurring expenditure of the universities is met out of 
grants from the State government. For development schemes, the UGC shares the 
responsibility. The budget also provides for grants to private degree colleges. 
The genesis of grants-in-aid can be traced back to the colonial period 
when government provided financial subsidies to institutions of higher education 
without any direct involvement in their establishment. With the coming to power 
of a national government it has emerged as the main source of financing of higher 
education. 
In Uttar Pradesh major part of grants is obtained from the State 
government, a small amoimt of grant fi-om Central government agencies, most 
important being the UGC. Grants are of two broad categories - deficit grants and 
Block grants. Deficit grants are based on estimated approved expenditure, subject 
to adjiistment on the basis of actual income and actual expenditure. Block grants 
are statutory, ad hoc or based on past expenditure with or without allowance for 
normal increase. Block grant, being more flexible is preferable. 
The government of U.P. has stipulated that grants be used only for the 
purpose for which they have been sanctioned. No objective criteria for grants exist. 
Even if it exists, actual disbursement is subject to manipulations. 
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The UGC gives assistance to universities for development of 
undergraduate and post-graduate departments. 100 percent assistance is given for 
some purposes like additional staff, equipment, books and journals, 50 to 75 
percent assistance is given for other purposes. In the case of degree colleges the 
amount of grant varies with enrolment and number of teaching staff. For 
development of post-graduate education in colleges, the grant varies from Rs.1.5 
lakhs in humanities and social sciences to Rs.2 lakhs for physical and life sciences. 
UGC also provides development grants to universities and colleges for which a 
matching grant needs to be provided by the State government or management of 
the institution concerned. 
State grants to universities and colleges can be classified as: 
a) Maintenance grant given for routine fimctioning of the institutions. 
b) Development grants given on matching basis to UGC and other 
Central grants. 
c) Non-recurring grant for building, equipment, etc. 
Regarding maintenance grants to colleges of general education practices 
vary from state to state. Uttar Pradesh and six other States - Andhra, Gujarat, 
Kamataka, Kerala, Maharashtra and Orissa have introduced the system of paying 
salaries direct to the teachers. For colleges of technical education also, U.P adopts 
the same practice. 
As regards building grants, unlike other States, there is no provision of 
grants for building and equipment in Uttar Pradesh. However, for colleges of 
technical education, assistance is given for contingent expenditure at the rate of 
Rs.l65 per student. 
State grants to universities are classified into: 
a) Statutory grants like foundation firnd: These grants vary from state to 
state, fi:Y>m a low of 2 lakhs as in Orissa to more than 50 lakhs as in the 
case of Meerut in U.P. For Pantnagar Agriculture University in U.P. 
this grant was Rs.226 lakhs. 
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b) Maintenance or block grants given on annual basis: This is determined 
by (1) Net deficit of the university on approved expenditure for the 
previous year plus an increase on account of rising costs and (2) 
Budgetary constraints of the respective State governments. 
c) Development grants including matchmg contributions for UGC 
schemes or for schemes sponsored by the Ministry of Health, or ICAR, 
etc. 
Grants may also be block or earmarked. Block grants meant for 
maintenance are generally fixed. Earmarked grants are for specific purposes and 
cannot be diverted to any other use while block grants give freedom to institutions 
to rearrange priorities. Earmarked grants, though rigid, ensure implementation of 
the project for which they have been sanctioned. 
A critical evaluation of grants-in-aid brings out the following position vsdth 
respect to the established principles of grant allocation: 
i. Equity: The system of grants-in-aid should not be discriminatory. 
However, as it is practiced it is found to be inequitable. Inter -imiversity 
inequalities are glaring. Preference is given to universities and 
professional colleges against colleges of general education. 
ii. Grants should be specific. In practice it is seen that grants in many 
States are determined by bureaucracy rather than specifically defined. 
Often the quantum is determined on ad hoc basis. 
iii. Grants should be adequate. Almost all studies xmdertaken in different 
States point to their inadequacy. Universities overcome this problem by 
resorting to measiires like keeping posts vacant, not taking up 
development plans, restricting expenditure on building, equipment, 
games, etc., sometimes even mortgaging viniversity property. 
iv. Grants should be elastic and promotional. The system of grants has been 
found to be inelastic, as it has not responded satisfactorily to growing 
needs. Nor have they found to play a promotional role in terms of 
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building up of physical infrastructure or encouraging institutions to 
mobilize financial resources. 
Apart fi-om the above, delays in assessment, sanction and release of grants 
are responsible for inefficient use of grant. In spite of constitutional provisions, 
lack of demarcation of financial responsibilities between State and Central 
government exists. In order to properly assess the financial needs of institutions, 
both Plan and non-plan requirements must be taken care of, while at present only 
the former are subject to critical scrutiny. Regarding development grants given by 
UGC on a matching basis. States have difficulty in providing matching provisions 
or are required to change their priorities. It is feh that 100 percent assistance for 
fewer schemes is preferable to a large number of schemes with matching 
assistance. 
Grants may be recurring or non-recurring. Recurring grants are for 
maintenance while non-recurring grants are building grants, hostel grants, 
equipment grants, library grants and additional grants. 
There are three formulae for calculating grants but none is found to be 
fully satisfactory. These are: 
(a) Deficit basis - There is however, no standard method of estimating 
deficit for calculating the amoimt of grant. There being ambiguity in 
calculation, amount of grants tends to be influenced by the bargaining 
and persuasion powers of a university and is also responsible for 
financial indiscipline, as items of admissible expenditure are not 
clearly defined. 
(b) Incremental basis - The incremental basis formula suffers fi-om 
arbitrariness, as there is no relationship between the permissible 
percentage increase and rise in prices during the period. 
(c) Ad hoc basis - The ad hoc basis is unsatisfactory, as the requirements 
of institutions are not taken care of 
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State governments and universities blame each other for delays in sanction 
and release of grants. The universities maintain that even when requirements are 
sent well in advance they are kept pending with the goverrmient and there is 
considerable delay in sanctioning and release of grants. The State officers on the 
other hand claim that delay stems from the fact that universities themselves do not 
submit budgetary proposals in time and that the budgets of universities are over-
estimated. Besides this, lack of financial indiscipline is the main cause or 
restoring to overdraft. There are also differences in the viewpoints regarding 
adequacy of grants, their flexibility and efficiency. 
On the whole the system of grants-in-aid as practiced has rendered the 
financing of higher education in Uttar Pradesh very inefficient. 
An alternative to traditional Accounting Budgeting is Programme and 
Performance Budgeting, which involves the development of more refined 
management tools, such as work measurement, performance standards, etc. 
Applied to education it will represent the objectives and purposes for which funds 
are required, the cost of the programmes proposed for achieving these and 
quantitative results obtained from such expenditure. The technique is helpful in 
decision making regarding allocation of funds. 
4c*«**«4>**4c 
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Chapter IX 
Trends in Growth 
and 
Patterns of Expenditure 
In Higher Education 
TRENDS IN GROWTH AND PATTERNS 
OF EXPENDITURE ON HIGHER EDUCATION 
IN UTTAR PRADESH 
The analysis of the growth and pattern of educational expenditure is an 
important part of the economics of higher education. This is more significant in 
Uttar Pradesh where the government supports almost to the point of totality the 
system of higher education. The institutions of higher education - viz., universities 
and colleges receive grants-in-aid from the State government, and the govenmient 
degree colleges are maintained directly by the State. The rise in public 
expenditure on higher education can be said to be a function of the following 
variables: 
1. State's capacity to spend on higher education, and 
2. State's willingness to increase the allocation on this level. 
The growth of higher education expenditure has been guided by and often 
designed to realize the plan objectives of achieving higher educational goals in the 
State. Temporal increases in higher educational expenditures may be conceived 
largely by the concept of growth. It is seldom an indication of qualitative 
development for which the study of other educational and academic parameters is 
necessary. 
Like elsewhere in the world, the system of higher education is largely 
owned, operated and financed by the government and in the present case by the 
State government of Uttar Pradesh. Grants from the Central government and 
international agencies are very limited and therefore are excluded from the study 
of the present chapter. It concentrates on the expenditure on higher education by 
the government of the State, which it spends through the revenue accoimt of the 
State budget. 
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The time series analysis of educational expenditures on universities and 
degree colleges as traced in this chapter takes into account the background 
reasons responsible for the rapid increase in higher educational expenditure in 
Uttar Pradesh, viz., enrolments, income, general expenditure of the government 
and population. These variables are generally related functionally to educational 
expenditure. While all these factors are important an inquiry into the process of 
budgetary allotment of funds (vide chapter VIII) reveals that it is political pulls 
and pressures which cause higher educational expenditure to grow. 
Composition of Educational Expenditure 
Higher education is only a small sub-sector of the total educational sector 
in Uttar Pradesh. This is small from the viewpoint of educational expenditure 
because this sector could never attract more than 10 percent of the total 
educational expenditure of the State of Uttar Pradesh. Viewed from this angle, 
primary education is the largest sub-sector claiming 50 to 60 percent of the total 
State educational expenditure. Secondary education occupies the second place, 
consuming 3 0 - 3 5 percent share. Thus, of the three levels of education, viz., 
primary, secondary and higher, the last claims the least percentage ratio of total 
educational expenditure in the State. 
The composition of educational expenditure in Uttar Pradesh is shown in 
Tables. 9-l(A) and 9-1 (B). While Table 9-1 (A) takes up the presentation of data 
from 1950-51 to 1980-81, the other table offers the same set of data analysis from 
1985-86 to 1997-98. A glance over these would reveal that higher education in 
Uttar Pradesh could never claim even 10 percent of the total educational 
expenditure of the State. 
In 1950-51, the total educational expenditure of Uttar Pradesh was only 
Rs.7.10 crores of which higher education could get only Rs.57 lakhs (i.e., 8 
percent) of the total. Primary education claimed Rs.3.21 crores (i.e., 45.2 percent) 
and secondary education claimed an amount of Rs. 1.64 crores (i.e. 23.1 percent) 
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of the total. In the 30-year period (1950-51 to 1980-81) the share of higher 
educational expenditure of Uttar Pradesh went up marginally from 8.0 percent to 
9.9 percent, while over the same period the share of primary education went up 
from 45.2 percent to 49.6 percent and that of secondary education increased from 
23.1 percent to 31.7 percent. 
Table 9.1 (A) 
Composition of Educational Expenditure in Uttar Pradesh 
(1950-51 to 1980-81) 
(Rs. Lakhs) 
Sub-Sector 
1.Primary 
2.Secondary 
3.Higher 
4.Special 
Education 
S.Others 
Total 
1950-51 
321 
(45.2) 
164 
(23.1) 
57 
(8.0) 
44 
(6.2) 
124 
(17.5) 
710 
(100.0) 
1960-61 
602 
(33.9) 
356 
(20.1) 
122 
(6.9) 
95 
(5.3) 
600 
(33.8) 
1775 
(100.0) 
1970-71 
3643 
(48.7) 
1792 
(23.9) 
581 
(7.8) 
335 
(4.5) 
1133 
(15.1) 
7484 
(100.0) 
1980-81 
17145 
(49.6) 
10972 
(31.7) 
3439 
(9.9) 
541 
(1.6) 
2490 
(7.2) 
34587 
(100.0) 
Source; State Budgets 
Thus during this period as compared to higher educational expenditure, 
secondary educational expenditure grew fastest. The category of "others" which 
includes expenditure on technical education, teacher education and other 
miscellaneous educational programmes claimed as high as 34 percent share in 
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1960-61. It subsequently came down to 7.2 percent in 1980-81, which indicates 
that categorization of items as among the three levels of education has become 
more accurate. 
The composition of educational expenditure in Uttar Pradesh from 1985-
86 to 1997-98 is shown in Table 9.1 (B). 
Table 9.1 (B) 
Composition of Educational Expenditure in Uttar Pradesh 
(1985-86 to 1997-98) 
(Rs. Lakhs) 
Sub-Sector 
Primary 
Secondary 
Higher 
Adult Edu. 
Others 
TOTAL 
1985-86 
38002 
(49.2) 
27596 
(35.7) 
7453 
(9.6) 
839 
(1.1) 
3430 
(4.4) 
77320 
(100.0) 
1995-96 
186300 
(55.4) 
111002 
(33.0) 
24396 
(7.3) 
1087 
(0.3) 
13307 
(4.0) 
336092 
(100.0) 
1996-
97(RE) 
221621 
(55.5) 
123824 
(31.0) 
31533 
(7.9) 
1769 
(0.4) 
20685 
(5.2) 
399432 
(100.0) 
1997-
98(BE) 
250606 
(56.9) 
134243 
(30.5) 
35241 
(8.0) 
1396 
(0.3) 
18689 
(4.3) 
440175 
(100.0) 
Source: State Budgets. 
Note : Figures in brackets show the percentages. 
An analysis of this Table reveals that the share of higher educational 
expenditure in the total reduced from 9.6 percent in 1985-86 to 8.0 percent in 
1997-98. The share of secondary education also recorded a decline from 35.7 
percent to 30.5 percent vMit primary education registered a rise in its share from 
49.2 percent to 56.9 percent over the same period. This was mainly because of the 
renewed emphasis being given to the expansion of primary education under the 
New Education Policy adopted in 1986 and also because of the increase in the 
number of children in the primary age group. The educational backwardness of 
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Uttar Pradesh also helped the planners in shifting the priority to primary education 
and spending relatively more in this sector. The axe fell on higher educational 
expenditure whose share in the total was reduced to 7.3 percent in 1995-96 fi'om 
9.6 percent in 1985-86. Table 9-1 (B) also reveals, in a sense, improvisation in the 
allocation of expenditure across the levels / sub-sectors as "others" category 
expenditure remained below almost 5 percent level. 
Growth of Higher Education Expenditure 
Time series analysis of higher educational expenditure is given in Table 
9.2, which shows total expenditure on higher education by Uttar Pradesh 
government from 1950-51 to 1997-98. The figures are given both in current prices 
and in terms of constant (1970-71= 100) prices. 
Table 9.2 
Growth of Expenditure on Higher Education 
in Uttar Pradesh 
(Rs. Lakhs) 
Year 
1950-51 
1960-61 
1970-71 
1980-81 
1985-86 
1989-90 
1992-93 
1995-96 
1996-97 (R) 
1997-98 
At current 
Prices 
57 
122 
581 
3439 
7453 
14210 
16936 
24396 
31533 
35241 
Index of 
growth 
100 
214 
1019 
6033 
1307 
24929 
29712 
42752 
55321 
61826 
At constant 
prices 
(1970-
71=100) 
113 
207 
581 
1532 
2284 
3266 
2811 
3062 
3657 
3798 
Index of 
growth 
100 
183 
514 
1356 
2021 
2890 
2488 
2710 
3236 
3361 
Source: State Budgets R = Revised estimates, B = Budget cost 
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Average Annual Compound Growth Rate 
1950-51 -1960-61 
1960-61-1970-71 
1970-71-1980-81 
1980-81 -1989-90 
1989-90-1997-98 
AtC urrent Prices 
7.9 
16.0 
19.0 
17.0 
12.0 
At Constant Prices 
6.0 
11.0 
10.0 
8.0 
1.0 
As Table 9.2 reveals expenditure on higher education in Uttar Pradesh 
went up from a mere Rs.57 lakhs in 1950-51 to Rs.352.41 crores in 1997-98. At 
constant prices, however it went up from Rs.l 13 lakhs to Rs.37.98 crores over the 
same period. At current prices the average annual compound growth rate in the 
higher educational expenditure has been the fastest during 1970-71 to 1980-81 
(19.0 percent) and at constant price it has been fastest (11.0 percent) during 1960-
61 to 1970-71. The growth rate slowed down at current prices after 1980-81 and 
at constant prices it gradually reduced from 1970-71 onwards, as is evident from 
the average annual compound growth rates given imder the table 9.2 for different 
periods. 
The compound growth rate in higher educational expenditure was fastest 
at current prices between 1970-71 to 1980-81 when it stood at 19.0 percent, while 
at constant prices the fastest growth rate was reached during 1960-61 to 1970-71 
when it was 11.0 percent. It came down to 10.0 percent in the subsequent decade. 
Between 1980-81 to 1989-90 the average annual growth rate at current prices was 
17.0 percent and at constant prices it was 8.0 percent. For the periodl989-90 to 
1997-98, the growth rate slowed down to 12.0 and 1.0 percent at current and 
constant prices respectively. 
There are several reasons for the increase in expenditure on higher 
education. However, the following points need special mention: 
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i. Appointment of more teachers as the number of teachers joining higher 
education went up. 
ii. Increasing salaries and allowances of teaching and non-teaching staff in 
higher education, 
iii. Establishment of new degree colleges, most of which were opened due to 
political considerations than the actual needs of higher education, 
iv. Rising prices over time, which is evident in the difference between growth 
rates of expenditure between current prices and constant prices. 
Relevant Expenditure Ratios 
Higher educational expenditure is juxtaposed to total budgetary 
expenditure and total educational expenditure in Table 9.3. 
Table 9.3 
Budgetary Expenditure, Total Educational Expenditure and 
Higher Educational Expenditure in Uttar Pradesh 
(Rs. Lakhs) 
Year 
1950-51 
1960-61 
1970-71 
1980-81 
1985-86 
1989-90 
1992-93 
1995-96 
1996-97 
1997-98 
Compound ann. 
growth rate 
1950-51 to 1997-98 
Total 
Budgetary 
Expend. 
5184 
14431 
41386 
171603 
370223 
765405 
1269073 
1920770 
2509649 
2757345 
14.3 
Total Edu. 
Expend. 
710 
1775 
7484 
34587 
77320 
185205 
249519 
336092 
399432 
440175 
14.7 
Total Higher 
Edu. 
Expend. 
57 
122 
581 
3439 
7453 
14210 
16936 
24396 
31533 
35241 
14.7 
Total Edu. 
Expend. 
as % of Total 
Budget. 
Expend. 
13.70 
12.30 
18.08 
20.14 
20.88 
24.20 
19.66 
17.50 
15.92 
15.96 
~ 
Source: State Budgets 
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It also gives the ratio of total educational expenditure to total budgetary 
expenditure. One of the reasons of the slowing down of the growth rate of higher 
educational expenditure in U.P. is that from about mid eighties, the ratio of total 
educational expenditure in the total budgetary expenditure of U.P. itself has gone 
down from a high of 24.20 percent in 1989-90 to 15.96 percent in 1997-98. The 
ratio of 24 percent was also reached in the year 1975-76 (not listed in the said 
table) and it subsequently declined to 20 percent. However, viewed in totality, it 
can be said the educational expenditure as percent of total State budgetary 
expenditure went up from 13.70 percent in 1950-51 to 15.96 percent in 1997-98. 
It was at the lowest level (12.30 percent) in 1960-61. Then increased constantly 
until 1989-90 when it again reached its maximum level (24.2 percent). 
State budgetary expenditure, of which higher educational expenditure is a 
part, grew dramatically over the period under review. In 1950-51 total budgetary 
expenditure was of the order of Rs.51.84 crores, which grew to Rs.27573.45 
crores in 1997-98, registering a compound annual growth rate of 14.3 percent. 
Total educational expenditure over the same period grew still faster, going up 
from Rs.7.10 crores in 1950-51 to Rs.4401.75 crores in 1997-98. Incidentally it 
registered a compound annual gro\vth rate of 14.7 percent, which is equal to the 
compound armual growth rate recorded by total higher educational expenditure of 
the State. This is the reason that the ratio of higher educational expenditure in 
total educational expenditure remains the same (8.0 percent) in 1950-51 and 
1997-98. 
That the ratio of educational expenditure (total) in the State budgetary 
expenditure has gone up from 13.70 percent in 1950-51 to 15.96 percent in 1997-
98 is evident from the very fact that the former has increased faster (14.7 percent) 
than the latter (14.3 percent) over the said period. 
As has been said above, the States' capacity to spend on education, or for 
that matter any public service, is determined by State domestic product or States' 
income, which is, of course, only a necessary condition but not a sufficient 
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condition to spend more in any particular sector. Total expenditure shows in a 
sense the 'effort' of the government for the development of any service like 
education (agriculture, industry or health). The ratios of any sectoral expenditure 
with these two therefore become important, and are given in Table 9.4. 
Table 9.4 
Ratio of Higher Educational Expenditure 
in Uttar Pradesh 
(Percent) 
Year 
1950-51 
1960-61 
1970-71 
1980-81 
1989-90 
1992-93 
1995-96 
1996-97 
1997-98 
Source: Compu 
Of Total 
Education 
Expenditure 
8.0 
6.9 
7.8 
9.9 
7.7 
6.8 
7.3 
8.0 
8.0 
ted from data availab 
Of Total 
Budgetary 
Expenditure 
1.10 
0.85 
1.40 
2.00 
1.86 
1.33 
1.27 
1.26 
1.28 
ein 
Of Net State 
Domestic 
Product (State 
Income) 
0.04 
0.07 
0.14 
0.25 
0.34 
0.27 
0.28 
0.31 
0.31 
(1) State Budget - Government of Uttar Pradesh 
(2) State Income Estimates (various issues). Economic and Statistics Division, 
State Planning Institute, Luclaiow 
Table 9.4 shows the following ratios: 
i. Ratio of higher educational expenditure to total educational expenditure, 
ii. Ratio of total educational expenditure to total State budgetary expenditure, 
and 
iii. Ratio of higher educational expenditure to net State domestic product (State 
income) 
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The table suggests the following: 
a) Higher education as percent of total educational expenditure in U.P. has 
remained almost constant at around 8 percent level. 
b) The ratio of higher educational expenditure to total educational expenditure 
was at its lowest level of 6.9 percent in 1960-61 and it touched its highest 
level in 1980-81 with the figure reading at 9.9 percent. 
c) When the ratio of higher educational expenditure to total educational 
expenditure touched 9.9 percent level in 1980-81, its share in total State 
budgetary expenditure went up to 2.00 percent which was as low as 0.85 
percent in 1960-61. 
d) Except for the year 1960-61, for all the years shown in the Table, the ratio of 
higher educational expenditure to total budgetary expenditure remained static 
between 1.10 percent to 2.00 percent. 
e) Higher educational expenditure as a ratio of States' income (State's net 
domestic product) was as low as 0.04 percent in 1950-51. 
f) The ratio mentioned in (e) above gradually rose from 0.04 percent in 1950-51 
to 0.34 percent in 1989-90. But it came down subsequently to 0.31 percent in 
1997-98. 
Plan and Non Plan Expenditure 
In the accounting of budgetary expenditure, an important classification is 
attempted to as between plan and non-plan expenditure. As the nomenclature 
shows plan expenditure is aimed to finance plan programmes of higher education 
(as in other cases) and non-plan expenditure is expected to meet non-plan needs 
or committed expenditure on higher education. Often plan expenditure is called 
developmental expenditure and non-plan is dubbed as non-developmental 
expenditure. But, as Carl Shoup has once pointed out that, in education, even non-
developmental expenditure is of'instrumental value'. 
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With the above reason in mind the analysis of plan and non-plan 
expenditure on higher education in U.P. is attempted in Table 9.5, which presents 
the relevant data and their respective ratios to total higher educational expenditure 
from 1965-66 to 1997-98. 
Table 9.5 
Plan and Non-Plan Expenditure on Higher Education 
in Uttar Pradesh 
(Rs. Lakhs) 
Year 
1950-51 
1960-61 
1965-66 
1970-71 
1980-81 
1989-90 
1995-96 
1996-97 
1997-98 
Compound Annual 
Growth Rate 
1965-66-1997-98 
Plan 
• 
~ 
209 
(48.2) 
89 
(15.3) 
251 
(7.3) 
762 
(5.4) 
851 
(3.5) 
2038 
(6.5) 
1841 
(5.2) 
7.0 
Non-Plan 
~ 
" 
225 
(51.8) 
492 
(84.7) 
3188 
(92.7) 
13448 
(94.61) 
23545 
(96.5) 
29495 
(93.5) 
33400 
(94.8) 
16.9 
Total 
57 
122 
434 
(100.0) 
581 
(100.0) 
3439 
(100.0) 
14210 
(100.0) 
243960 
(100.0) 
31533 
(100.0) 
35241 
(100.0) 
14.6 
Note: The l>redcup of Plan and Non-Plan expenditure is not available before die year 
1965-66 
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It is important to mention that the classification of higher education 
expenditure as between plan and non-plan is not available before 1965-66. The 
said Table records the following: 
(a) In 1965-66, since when the breakup of dates between plan and non-plan 
categories is available, the total plan expenditure in higher education in U.P. 
was Rs.209 lakhs, i.e., 48.2 percent of the total and non-plan expenditure was 
of the order of Rs.225 lakhs (i.e., 51.8 percent) of the total. 
(b) The relative share of plan expenditure in the total went on declining and in 
1997-98 it was only 5.2 percent of the total and the remaining about 95 
percent was non-plan expenditure. 
(c) In 1995-96 the plan expenditure touched its lowest level (3.5 percent) while 
non-plan expenditure stood as high as 96.5 percent of the total. 
(d) In absolute terms in 1997-98 plan expenditure was merely Rs.l841 lakhs and 
non-plan expenditure was of the order of Rs.33400 lakhs. 
(e) On the whole, in the 27-year period between 1965-66 to 1997-98, plan 
expenditure on higher education in U.P. grew at a compound armual growth 
rate of 7.0 percent, while non-plan expenditure went up by 16.9 percent and 
total higher education expenditure rose by 14.6 percent per year. 
Per Pupil Expenditure 
Per pupil expenditure on higher education is a better indicator of the effort 
of the government to help promote higher education in the State than the total 
higher educational expenditure. Though the number of students in higher 
education institutions (in universities and colleges) has been increasing very fast 
(Chapter III), the expenditure on this sector rose still higher and consequently, per 
pupil expenditure recorded an upward trend over the period 1950-51 to 1997-98. 
The related data are given in Table 9.6. 
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Table 9.6 
Per Pupil Expenditure on Higher Education 
in Uttar Pradesh 
Year 
1950-51 
1960-61 
1970-71 
1980-81 
1985-86 
1989-90 
1992-93 
1995-96 
1996-97 
Compound Annual 
Growth Rate 
1950-51 to 1996-97 
At Current 
Prices 
113 
120 
328 
762 
1420 
2147 
2101 
2525 
3303 
7.6 
Index of 
Growth 
100 
106 
290 
674 
1257 
1990 
1859 
2235 
2923 
-
At Constant 
Prices 
(1970-
71=100) 
224 
206 
328 
339 
435 
494 
347 
317 
383 
1.2 
Index of 
growth 
100 
92 
146 
151 
194 
221 
155 
142 
171 
-
Source: Computed on tiie basis of State Budgets and Enrolment data given in 
Chapter III 
A glance over it leads to the following conclusions: 
(a) At current prices per pupil expenditure on higher education has gone up from 
Rs.113 to Rs.3303 from 1950-51 to 1996-97. 
(b) At constant prices of 1970-71 it went up over the same period from Rs.224 to 
Rs.383. 
(c) While at current prices the highest figxire is recorded in 1996-97, at constant 
prices the year 1989-90 returned the highest figure of per pupil higher 
educational expenditure. 
(d) The per pupil expenditure at current prices grew at the compound annual rate 
of 7.6 percent and at constant prices it grew only by 1.2 percent per aimum. 
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(e) While per pupil expenditure on higher education recorded a continuous and 
consistent increase over the 47-year period between 1950-51 to 1996-97 at 
current prices, in terms of constant prices it adopted a rising trend from 1950-
51 to 1989-90 reaching a figure of Rs.494 and consequently went down to 
Rs.317 in 1995-96, only to revive again subsequently to Rs.383 in 1996-97. 
(f) In real terms (at constant prices) the per capita value reached in 1996-97 
(Rs.383 was in fact lower than the level recorded in 1985-86 (Rs.435). 
(g) The point (f) above shows that the growth of per pupil expenditure in higher 
education in real terms deteriorated after 1985-86, i.e., total expenditure could 
not even keep pace with the other two important variables, viz., inflation and 
enrolment as mentioned in the beginning of this chapter. Such situations pose 
a big constraint before the development of higher education in the State. 
Composition of Higher Educational Expenditure 
Total amoimt of expenditure on higher education needs to be examined in 
terms of its composition, i.e., the main heads of expenditure within the higher 
education sector. The taxonomy of higher education expenditure in the State 
budget shows that the following are the main heads in which total higher 
education expenditure is divided. 
1) Direction and administration' - This head includes expenditure on the 
following items: 
(a) Directorate of Higher Education 
(b) Establishment of regional ofEices 
(c) Kanpur Regional Office of Higher Education 
(d) Regional Office of the Directorate of Higher Education at 
Meerut 
(e) Strengthening the regional offices 
(f) Establishment of regional ofGces at Agra, Bareilly, Varanasi 
and Jhansi 
' Head-wise estimates of higher educational expenditure in the Budget of UP Government for 1997-98, 
Department of Education. 
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(g) Regional offices at Lucknow, Gorakhpur, Kanpur, Bareilly, 
Varanasi, Jhansi, Agra, and Meerut. 
In all the above-mentioned sub-heads, (a) to (g), the largest head of 
expenditure is of salary and deamess allowance of employees. 
2. Grants to Universities: 
This head includes budgetary provisions in the form of grants to 
Allahabad University, Lucknow University, Agra University, Aligarh Muslim 
University, Banaras Hindu University ,^ Gorakhpur University, Sampumanand 
Sanskrit University, Kanpur University, Chaudhari Charan Singh University 
Meerut, Kashi Vidyapeeth, Kumaon University, Garhwal University, 
Bundelkhand University, Dr. RML University, Faizabad, Rohilkhand University, 
Dayalbagh Educational Institute, Agra (Deemed University), Poorvanchal 
University, Jaunpur, establishment of the Regional Office of UGC at Ghaziabad, 
Promotional Grant {Protsahan Anudari) to State universities, matching grants for 
university consultancy services, creation of new posts in universities. 
Under the above heads, the largest amount of expenditure goes to 
Allahabad and Lucknow universities. Allocations to other universities are 
relatively very small (a subsequent table in this chapter reveals the exact amount 
of grants to other universities). 
3. Government colleges and institutes: 
It includes government degree colleges, establishment of new government 
degree colleges, strengthening and renovation and opening of new courses and 
subjects in government degree colleges. 
4. Grants to non-government colleges and institutes: 
It includes maintenance and other grants to non-government degree 
colleges in the State. This is the largest head of expenditure in the budget of 
higher education in U.P. This head includes institutes like U.P. Hindi Sansthan, 
^ A token grant is given by the UP budgetary provisions to AMU and BHU. The currently fixed 
amounts are Rs.2.12 lakhs to AMU and Rs.3.17 lakhs to BHU. 
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U.P. Sanskrit Academy, etc. Ironically this head also incorporates the library 
grant to Gurukul Kangri Vishwa Vidyalaya, though it should come under the 
category of "grants to Universities" mentioned in (2) above. 
5. Scholarships: 
State government spends money to run several types of scholarship 
schemes. The main schemes, which are included in the budget, are the following: 
National Scholarship Scheme, Scholarship to Freedom Fighters' wards. Bursaries 
and merit scholarship of various types. Special category scholarships like that of 
SC/ST wards of B.S.F (Border Security Force), etc. 
6. "Other Expenses". 
This category of expenditure of the budget includes the following: grants ~ 
to U.P. Higher Education Commission, grants for free education to the children of 
defence forces, grants for free education of diseased or injured / disabled military 
personnel, grants for free education to the children of diseased PAC (Provincial 
Armed Constabulary) personnel, grants for travel expenses to students going 
abroad for higher education, grants for teachers to participate in seminars and 
conferences abroad, grants to public library, Allahabad, etc. There are many other 
small items under this category. The budget for 1997-98 included 24 items under 
the head of "others", the last item being grants for the establishment of U.P. 
Higher Education Council. 
Budgetary analysis of the composition of higher educational expenditure 
in U.P. is given in two parts. Table 9.7 (A) and Table 9.7 (B). While Table 9.7 
(A) gives data analysis from 1950-51 to 1980-81, the other Table takes it ftirther 
from 1989-90 to 1997-98. 
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Table 9.7(A) 
Composition of Expenditure on Higher Education 
in Uttar Pradesh (1950-51 to 1980-81) 
(Rs. Lakhs) 
Item 
Directions & 
Administration 
Grants to 
Universities 
Government degree 
colleges & Institutes 
Grants to Non-
government colleges 
& Institutes 
Scholarships 
Other expenses 
Total 
1950-51 
* 
34 
(59.6) 
4 
(7.0) 
16 
(28.1) 
* 
3 
(5.3) 
57 
(!00.0) 
1960-61 
* 
44 
(36.0) 
9 
(7.4) 
39 
(48.4) 
* 
10 
(8.2) 
122 
(100.0) 
1970-71 
* 
180 
(31.0) 
29 
(5.0) 
340 
(58.5) 
* 
32 
(5.50 
581 
(100.0) 
1980-81 
15 
(0.4) 
430 
(12.2) 
187 
(5.5) 
2655 
(77.2) 
55 
(1.6) 
97 
(2.8) 
3439 
(100.0) 
Source; State Budgets. 
Note: * denotes data not available separately. Figures in brackets show percentages. 
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Table 9.7 (B) 
Composition of Expenditure on Higher Education 
in Uttar Pradesh (1989-90 to 1997-98) 
(Rs. Lakhs) 
Item 
1. Direction & 
Administration 
2. Grants to 
Universities 
3. Govt. 
Colleges / 
Institutions 
4. Grants to 
Non-Govt. 
Colleges / 
Institutes 
5. Scholarships 
6. Others 
Expenses 
TOTAL 
1989-90 
159 
(1.11) 
1211 
(8.52) 
982 
(6.91) 
11737 
(82.60) 
32 
(0.23) 
90 
(0.63) 
14211 
(100.00) 
1992-93 
232 
(1.37) 
3324 
(19.63) 
212 
(7.16) 
12024 
(71.00) 
72 
(0.42) 
72 
(0.42) 
169.36 
(100.00) 
1995-96 
168 
(0.92) 
5631 
(23.08) 
1911 
(7.83) 
16550 
(67.84) 
65 
(0.27) 
71 
(0.29) 
24396 
(100.00) 
1996-97 R 
290 
(0.92) 
8055 
(25.54) 
3046 
(9.66) 
19974 
(63.34) 
85 
(0.27) 
83 
(0.26) 
31533 
(100.00) 
1997-98 B 
334 
(0.95) 
9069 
(25.73) 
3808 
(10.81) 
21834 
(61.96) 
87 
(0.25) 
109 
(0.31) 
35241 
(100.00) 
Source: State Budgets 
Note : Figures in brackets show the percentages. These may not add up to 100.00 due to 
Foundmg. 
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It may be noted from Table 9.7 (A) that direction and administration was 
not mentioned as a separate head of expenditure up to 1970-71. Its inclusion as a 
separate nomenclature in its own right is seen from 1980-81, which gains more 
importance in subsequent years as given in the next table. In 1980-81, only Rs.l5 
lakhs were spent on this head, which works out to only 0.4 percent of the total 
higher educational expenditure in that year. "Grants to Universities" was the most 
important head of expenditure claiming almost 60 percent of the total higher 
education expenditure in 1950-51. It's share came down almost very consistently 
over the years and reached to a low of 12 percent level in 1980-81. 
On the other hand, grants to non-government colleges, which claimed only 
28 percent share in 1950-51 went up to 77 percent inl980-81. Expenditure on 
govenmient degree colleges and institutes has shown a marginal decline from its 
share of 7.0 percent inl950-51 to 5.5 percent in 1980-81. The category of other 
expenses shows a relative decline, indicating thereby an improvison in the 
budgetary classification of heads of expenditure on higher education by the U.P. 
government over time. The share of 'Other Expenses' came down from 5.3 
percent in 1950-51 to 2.8 percent in 1980-81. It may, however, be noted that it 
had reached a level of 8.2 percent in 1960-61 to come down to 5.5 percent in 
1970-71. 
A glance over Table 9.7 (B) reveals the following: 
(a) The category of direction and administration of higher education in U.P. 
gained significance over time and fix)m a relative expenditure of only 0.4 
percent of the total (Table 9.7 (A)), its share increased to 1.37 percent in 
1992-93. But it came down again to 0.92 percent in 1995-96 and increased 
marginally to reach a level of 0.95 percent in 1997-98 
(b) Grants to universities, which revealed a downward trend in the previous 
Table, reached to the lowest ratio of expenditure of 8.52 percent in 1989-90. 
But subsequently it has posted a rising trend in its ratio, which went up to 
more than 25 percent in the last two years shown in the Table. It shows that 
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over the last 10 years or so expenditure on universities has assumed a 
relatively increasing proportion. 
(c) Government colleges and institutes, which claimed 5.5 percent share in 1980-
81 (Table 9.7 (A)) maintained regularly a rising trend. Its share stood at 6.91 
percent of the total higher educational expenditure in 1989-90, which went up 
to 10.81 percent in 1997-98. 
(d) It may look ironical from (c) above that in an era of liberalization and 
privatization, the share of expenditure on government degree colleges and 
institutes is on the rise in U.P. Policy makers at the national level would have 
expected the reverse of it. 
(e) Grants to non-government degree colleges and institutes, which witnessed a 
continuous increase from 1950-51 to 1980-81 [as shown in Table 9.7(A)] 
maintained the rising trend in the relative share, which went up to almost 83 
percent in 1989-90 but it gradually came down to 62 percent in 1997-98. 
(f) It may be said that the shares of universities and government colleges have 
relatively gone up only at the cost of a relative decline in the share of non-
government colleges' grant. 
(g) The relative share of scholarships remained almost steady from 1989-90 to 
1997-98. The absolute amount of expenditure on scholarships has gone up 
from Rs.32 lakhs in 1989-90 to Rs.87 lakhs in 1997-98. 
(h) The decline in the relative share of expenditure vmder the category of "others" 
continued over the years shown in Table 9.7(B) - indicating once again that 
the process of above mentioned "improvisation" continues. 
Tables 9.7(A) and Table 9.7(B) taken together, the compound aimual 
growth rate from 1950-51 to 1997-98 for the following three important 
components of higher education in U.P. has been as imder: 
Grants to imiversities 12.7 percent 
Grants to non-government degree colleges 
and institutes 16.6 percent 
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Government colleges and institutes 15.7 percent 
The above gro\Mh rates show that increase in expenditure on non-
government degree colleges has been the highest over the 47-year period under 
review as mentioned above. The absolute amount of expenditure on government 
colleges has been relatively \'ery small throughout the period. It grew up from 
Rs.4 lakhs to 3808 lakhs over the said duration. This (the latter amount) is only 
17.4 percent of the grai\t given to non-government degree colleges in 1997-98. 
This discussion is taken up for more number of years in a subsequent Table in this 
chapter. 
Grants to Universities 
A more detailed analysis of grants to universities would be more 
instructive from the view of the composition of budgetary allocations. Table 9.8 
presents for selected years the data on grants-in-aid to universities given by the 
UP govermnent through the State budget. 
It may be noted from the Table that in 1989-90 grant to Allahabad 
University was almost 38 percent of the total grants to universities. In 1990-91, 
Lucknow University alone claimed 27 percent of the total grant for universities in 
U.P. These two major residential universities of the State taken together accoxmt 
for more than 50 percent of the total universities' grants (as in 1994-95). Among 
other State universities, Gorakhpur is also important from the viewpoint of 
budgetary allocation. Sampumand Sanskrit University (Varanasi) claims large 
grant from U.P. government than many other State universities as shown in the 
Table. Between the two universities in the hills of U.P., Kumaon University, 
Nainital, claims relatively larger share than Gaifawal University (at Srinagar, 
Garhwal). Kashi Vidyapeeth is also notable from the view point of its share in 
total universities' grants. In 1989-90 Kashi Vidyapeeth claimed 16 percent of the 
total grant and 10 percent in 1992-93. In other years also its share was 4 to 5 
percent of the total. Kumaon Universit> has been claiming larger share in recent 
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years. The ratio of its grants in total stood at 7.3 percent in 1994-95, which is the 
fourth largest share in that year. 
From 1990-91 to 1994-95, the grant given to Allahabad University went 
up by 75 percent while that of Lucknow University by 50 percent. During this 
period, the most noteworthy growth in grant has been recorded by Meerut 
University registering a growth of more than 269 percent. 
Table 9.8 
State Grants to (major) Universities in Uttar Pradesh 
Rs. Lakhs) 
University 
I.Allahabad 
2. Lucknow 
3. Gorakhpur 
4. Sampumanand 
5. Meerut 
6. Kashi 
Vidyapeeth 
7. Kumaon 
8. Garhwal 
SUBTOTAL 
(lto8) 
9. Others 
TOTAL 
1989-90 
455.39 
(37.6) 
-
101.34 
(8.4) 
218.45 
(18.1) 
105.43 
(8.7) 
194.61 
(16.1) 
3.43 
(0.3) 
12.27 
(1.0) 
1090.92 
(90.1) 
120.12 
(9.9) 
1211.04 
(100.0) 
1990-91 
643.04 
(18.0) 
954.71 
(26.7) 
421.34 
(11.8) 
200.95 
(5.6) 
54.85 
(1.5) 
146.70 
(4.1) 
216.30 
(6.0) 
169.23 
(4.7) 
2807.12 
(78.5) 
768.03 
(21.5) 
3575.15 
(100.0) 
1991-92 
652.08 
(21.4) 
723.48 
(23.8) 
353.50 
(11.6) 
187.98 
(6.2) 
78.47 
(2.6) 
16461 
(5.4) 
250.08 
(8.2) 
177.76 
(5.8) 
2587.96 
(85.1) 
454.67 
(14.9) 
3042.63 
(100.0) 
1992-93 
992.19 
(29.8) 
504.71 
(15.2) 
101.77 
(3.1) 
298.95 
(9.0) 
3.50 
(0.1) 
335.35 
(10.1) 
369.75 
(11.1) 
-
2606.22 
(78.4) 
717.91 
(21.6) 
3324.13 
(100.0) 
1993-94 
1041.93 
(18.9) 
1300.01 
(23.5) 
619.40 
(11.2) 
273.39 
(4.9) 
126.41 
(2.3) 
206.55 
(3.7) 
328.93 
(6.0) 
172.77 
(3.1) 
4069.39 
(73.6) 
1457.15 
(26.4) 
5526.54 
(100.0) 
1994-95 
1124.16 
(23.0) 
1402.54 
(28.7) 
696.16 
(14.2) 
288.60 
(5.9) 
202.33 
(4.1) 
246.31 
(5.0) 
354.10 
(7.3.) 
224.25 
(4.6) 
4538.46 
(92.8) 
351.77 
(7.2) 
4890.23 
(100.0) 
Source: State Bxidgets 
Note: Figures in brackets may not add up to 100.0 due to rounding 
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A very remarkable feature of Table 9.8 is that there is no consistency in 
the amount of yearly grants given to universities whereas expenditures, as shown 
by university budgets, recorded a linear growth (in expenditure) over time. This is 
the reason why many universities in the State go in deficit and hence it becomes 
difficult for them to recover from it. Both major residential universities in U.P., as 
Allahabad and Lucknow are nmning into large deficits. 
The two central universities in the State, viz., AMU and BHU also 
received as stated earlier a token annual grant (Rs.2.12 and Rs.3.17 lakhs 
respectively) from U.P. Government. The budget of BHU is more than 4 times 
that of Lucknow University and despite very potential resources of revenue 
generations BHU has also been rurming into deficit over the last many years. 
Many universities in U.P. including that of Allahabad and Lucknow are rurming 
on overdrafts, the amount of unclaimed cheques and temporary advances against 
development fimd deposits and endowments. The Universities and colleges are in 
urgent need of resource mobilization of their own in view of insufficient State 
grants. This issue will be taken up in the next chapter. 
Grants to Colleges 
Table 9.9 presents the breakup of grants between government and non-
government degree colleges. Of the two types of degree colleges (including post-
graduate colleges) in the State, grants to non-govemment degree colleges have 
been of the order of 90 percent and above of the total expenditure on degree 
collegiate education. Table 9.9 reveals that throughout the period 1950-51 to 
1997-98, major part of public expenditure on degree colleges has been on non-
government colleges (80 percent and more), the highest of 93 percent expenditure 
having been reached in 1980-81. The absolute amount of expenditure has 
registered a remarkable growth. In the case of govermnent colleges expenditure 
increased from only Rs.4 lakhs in 1950-51 to Rs.3808 lakhs (B.E.) in 1997-98. 
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For the non-government colleges the figures for the above period were Rs.l6 
lakhs and Rs.21834 lakhs. 
Table 9.9 
Public Expenditure on Degree Colleges 
in Uttar Pradesh 
(Rs. Lakhs) 
Year 
1950-51 
1960-61 
1970-71 
1980-81 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
Government 
Degree Colleges 
4.0 (7.0) 
9.0 (7.4) 
29.0 (5.0) 
187.0(5.5) 
981.91 (7.7) 
1019.83(7.7) 
1976.95(7.9) 
1212.47(9.16) 
1497.34 (8.7) 
1595.50(8.4) 
1911(10) 
3046(13) 
3808 (15) 
Non-Government 
Degree Colleges 
16.0(28.1) 
39.0 (48.4) 
340.0 (58.5) 
2655.0 (77.2) 
11736.86(92.3) 
12127.87 (92.2) 
12599.37(92.1) 
12023.72(90.8) 
15529.29(91.2) 
17427.24(91.6) 
16550 (90) 
19974 (87) 
21834(85) 
Total 
Degree Colleges 
20.0(35.1) 
48.0 (55.8) 
369.0 (63.5) 
2842.0 (82.7) 
12718.77(100.0) 
13147.70(100.0) 
13676.32 (100.0) 
13236.79 (100.0) 
17026.62 (100.0) 
19022.74(100.0) 
18461 (100.0) 
23020 (100.0) 
25642 (100.0) 
Source; State Budget 
The compound armual growth rate of expenditure on government degree 
colleges from 1950-51 to 1997-98 has been 15.7 percent, while in the case of 
grants to non-government colleges it has been 16.6 percent. 
Most of the non-goverrmient colleges are running into great financial crisis 
like universities in the State. The enrolment in colleges is rising. There are 
constraints on appointment of new teachers and consequently teacher pupil ratio 
is deteriorating. The colleges are also impressed upon by the government to 
mobilize their own resources. 
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Men's and Women's Colleges 
Non-government degree colleges in U.P. are of two types: viz., men's degree 
colleges and women's degree colleges. The distribution of grants as between these 
two types of colleges is given in Table 9.10. 
The total amount of grants given to the category of non-government 
degree colleges (vide Table 9.10) is then divided among three sub-heads: 
(a) Grants for men's colleges 
(b) Grants for women's colleges 
(c) Grants meant for 'other purposes' in which the above-mentioned 
men's and women's colleges division gets lost. 
Table 9.10 reveals that in 1989-90, of the total grants (Rs. 11736.86 lakhs) 
to non-government colleges, 73 percent went to men's (private) colleges, and only 
0.6 percent went to women's colleges, while about 26 percent were given to other 
heads, like grants for bringing more colleges on grants-in-aid list and grants for 
opening new courses/ subjects in colleges. In 1994-95, however, the share of 
women's colleges went up (from 0.6 percent in 1989-90) to 16.4 percent and that 
of men's colleges increased to 79.4 percent. The grants for other purposes were 
reduced to a share of 4.2 percent only. This shows that most of the grants were 
distributed as between men's and women' colleges. 
Low allocations to women's colleges is for the following main reasons: 
1) The number of women's colleges is very small as compared to that of 
men's colleges (Chapter III). 
2) The number of teachers working in women's colleges is on an average 
small as compared to the number of teachers in men' colleges. 
3) Many women's degree colleges have been opened for catering to the 
requirement of un-served area, with the result that they are being run 
even on small grants from U.P. government. 
However, the growth rate in the expenditure on women's colleges has 
been phenomenal from 1989-90 to 1994-95. It recorded a compound aimual 
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growth rate of 112.4 percent as against a 10.1 percent compounded annual growth 
rate in the expenditure for men's colleges. The category of other expenses 
recorded a negative growth of -33.2 percent per annum. The total expenditure on 
non-government colleges grew by a rate of 8.2 percent per annum over the same 
period. 
Both men's and women's colleges (in the non-government sector) have 
their own problems of resource constraint as has been the case with regard to 
government colleges (though to a lesser extent) and universities in the State of 
U.P. 
The question of resource mobilization is taken up in the next chapter so as 
to make the systems of financing of higher education self-sustaining. 
Table 9.10 
Public Expenditure on Women's and Men's Degree Colleges 
in Uttar Pradesh 
(Rs. Lakhs) 
Year 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
Compound 
Annual Growth 
Rate 
(1989-90 to 1994-
95) 
Grants to 
Men's 
Colleges 
8575.66 
(73.1) 
10063.69 
(83.0) 
10264.55 
(81.5) 
9542.98 
(79.4) 
12378.78 
(79.7) 
13841.64 
(79.4) 
10.1 
Grants to 
Women's 
Colleges 
65.41 
(0.6) 
1849.63 
(15.3) 
2057.39 
(16.3) 
894.80 
(7.4) 
2562.30 
(16.5) 
2850.92 
(16.4) 
112.4 
Grants to 
Others* 
3095.79 
(26.3) 
214.55 
(1.7) 
277.33 
(2.2) 
1585.94 
(13.2) 
588.20 
(3.8) 
734.68 
(4.2) 
-33.2 
Total 
11736.86 
(100.0) 
12127.87 
(100.0) 
12599.37 
(100.0) 
12023.72 
(100.0) 
15529.28 
(100.0) 
17427.24 
(100.0) 
8.2 
Source: State Budgets. Note: Figures in brackets show percentages 
* It includes expenditure on the following: 
i. Grants for bringing non-government degree colleges on grant-in-aid list. 
ii. Provision for pension and gratuity. 
iii. Grants for opening new subjects, etc. 
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Summary and Conclusions 
The government of Uttar Pradesh finances to the point of totality the 
system of higher education in the State, viz., universities and government degree 
colleges. An analysis of trends in growth and patterns of expenditure on higher 
education becomes essential. 
The amount of expenditure is a function of (a) State's capacity to spend on 
higher education, which in turn is dependent on SDP and (b) State's willingness 
to increase allocations on this level. 
Higher education is a small sub-sector of the total educational sector in 
U.P. in terms of percentage of expenditure of the State, which has remained 
almost constant and at around 8 percent while primary education claims 50 to 60 
percent of the total expenditure, secondary sector's share is around 30 to 35 
percent. 
Time series analysis of higher education expenditure reveals its growth 
fi-om Rs.0.57 crores to Rs.352.41 crores at current prices, while at constant prices 
the growth has been from 1.13 crores to Rs.37.98 crores. 
Increase in enrolments, increase in appointments of teachers, higher 
emoluments of teaching and non-teaching staff and higher prices are among the 
factors responsible for increase in higher education expenditure. 
The ratio of higher educational expenditure to total budgetary expenditure 
during the period imder review has been between 1.10 percent (1950-51) and 2.00 
percent (1980-81) except in 1960-61 vAien it was only 0.85 percent. 
Higher educational expenditure as a ratio of Net State Domestic Product, 
has been very low, varying between 0.04 (1950-51) to 0.34 in 1989-90. 
A break-i^ of expenditure on higher education into plan and non-plan 
reveals that since 1965-66 (from which year the break-up is available) up to 1997-
98, the relative ratio of plan expenditure has fallen from 48.2 percent to 5.2 
percent while share of non-plan expenditure has increased from 51.8 percent to 
94.8 percent. 
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In absolute terms in 1997-98 plan expenditure was only Rs. 18.41 crores 
while non-plan expenditure was of the order of Rs.334.00 crores. 
In the 27-year period 1965-66 to 1997-98 plan expenditure on higher 
education in U.P. grew at a compound annual growth rate of 7.0 percent, while 
non-plan expenditure went up by 16.9 percent, total expenditure increasing by 
14.6 percent. 
Per pupil expenditure in higher education in U.P. went up from Rs.l 13 to 
Rs.3303 at current piices during the period 1950-51 to J 996-97 and from Rs.224^ 
to Rs.383 at constant prices. This indicates that total expenditure on higher 
education could not keep pace with inflation and enrolments. At current prices the 
annual growth rate works out to 7.6 percent and at constant prices to 1.2 percent 
during the period. 
In terms of composition of higher education expenditure in U.P. Tables 
9.7(A) and 9.7(B) reveal the following. 
i. Grants to non-government colleges are by far the most important, its 
share increasing from 28 percent in 1950-51 to a maximum of 82.6 
percent in 1989-90. Subsequently the ratio fell consistently to about 62 
percent in 1997-98, however, claiming the largest share, 
ii. While earlier grants to universities was most important it now occupies 
second position in importance. Expenditure ratio on this head declined 
from 59.6 percent in 1950-51 to as low as 8.5 percent in 1989-90. 
Subsequently allocations to vmiversities increased and in 1997-98, 25.73 
percent of higher education expenditure was on this item, 
iii. Grants to government degree colleges and institutes are next in 
importance, its share having increased from 7.00 percent in 1950-51 to 
10.8 percent in 1997-98. 
The other items of higher education expenditure are relatively less 
important, claiming less than 1 percent share The item "others" category, which in 
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the first two decades claimed between 5 percent to 8 percent, is now insignificant, 
at just 0.31 percent in 1997-98. 
The compound annual growth rate in higher education expenditure for the 
three important components, over the period 1950-51 to 1997-98 has been -
grants to universities - 12.7 percent; grants to non-government degree colleges 
and institutes - 16.6 percent; grants to government colleges and institutes - 15.7 
percent. 
In absolute terms the increase in expenditure between 1950-51 and 1997-
98 has been: grants to universities - from Rs.0.34 crores to Rs.90.69 crores; 
grants to government degree colleges - from Rs.0.04 crores to Rs.38.08 crores. 
Grants to non-government colleges - from Rs.0.16 crores to Rs.218.34 crores. 
Total expenditure on higher education increased from Rs.0.57 crores to Rs.352.41 
crores. 
A more detailed analysis of grants to eight selected universities is shown 
in Table 9.8. Data for the period 1989-90 to 1994-95 shows that 75 to 90 percent 
of allocation to universities is claimed by these eight alone. The two residential 
universities of Allahabad and Lucknow together claim 45 percent of the 
allocations. Next in terms of allocations is the Gorakhpur university. Others are 
Sanskrit Sampumanand, Meerut, Kasi Vidyapeeth, Kumaon and Garhwal. 
Public expenditure on degree colleges (shown in Table 9.9) reveals that 
non-government colleges get more than 90 percent of the allocation. While public 
expenditure on govenunent degree colleges increased from Rs.4 lakhs in 1950-51 
to about Rs.38 crores in 1997-98 (B.E.), on non-government colleges the increase 
in public expenditure was from Rs.l6 lakhs to Rs.218 crores during the same 
period. Expenditure has grown at a compound annual growth rate of 15.7 percent 
for government degree colleges and 16.6 percent for non-government degree 
colleges. 
In spite of increase in public expenditure most of the non-government 
colleges are running into great financial crisis like the universities. The major 
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share of government expenditure is on men's college whose share increased from 
73 percent in 1989-90 to 79.4 percent in 1994-95 (recording compound annual 
growth of 10.1 percent). The share of women's colleges increased from a mere 
0.6 percent to 16.4 percent during the same period (recording a phenomenal 
compound annual growth of 112.4 percent). Compound annual growth in total 
expenditure on degree colleges was 8.2 percent. 
Low allocations to women's colleges is on account of their smaller 
number, lesser number of teachers and also because many women' degree 
colleges have been opened for catering to the requirements of unserved areas. 
4:*4:4c4cie:|e%:|c% 
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Chapter X 
Additional Resource 
Mobilization 
ADDITIONAL RESOURCE MOBILISATION 
It has been demonstrated in Chapter IX that universities and colleges in 
Uttar Pradesh are passing through great financial crisis. In fact, it is not something 
peculiar to U.P. alone. It is applicable on a wider scale to the whole of India. This 
is the reason v^y the University Grants Commission (UGC) has been directing 
the institutions to raise fee, and, more recently, it has advised to cut teaching posts 
by 10 percent as an austerity measure'. The UGC has also advised not to fill any 
posts till a time-bound review is undertaken. The problem before the government 
is that it has to reduce expenditure in order to reduce budget deficit and the 
increasing pressure of students in institutions of higher learning demand an 
increasing expenditure to continue. The following two dimensions need to be 
analysed before going fiirther to the issue of resource mobilisation. 
1. Adoption of the new economic policy 
2. Attempt to treat higher education as a non-merit good. 
New Economic Policy 
The overall determination of economic policy and the financing of 
economic and social services by the State goverrmient is led by those policy 
considerations which are held in priority by the Union Government in India, 
which in turn is influenced by global economic circumstances and challenges. 
With sweeping changes across the globe over the last one decade in the 
philosophy and £q)proach to economic development, the increasing role of the 
government in fiimncing higher education has come tmder question. While 
'" UGC Wants Colleges, Varsities to Cut Posts", news item. The Times of India, Lucknow, dated 
8.9.99. The order pertains directly to Central Universities. 
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primary education gets priority, higher education has been in a sense banished 
from the discussion of general education at the State level.^  
Higher education is facing a financial crisis, which has emanated from the 
adoption of new economic policy and new approach to economic development. 
Earlier, 'more' was said to be better for the government, and it tried to bring as 
many economic and social activities under its purview and control as possible. It 
came forward to finance, almost to the point of total dominance, many sectors of 
the economy including higher education. But now, 'less' is considered better for 
the government and it is taking its hands off from financing and management of 
many activities. It must also be noted that too much dependence of higher 
education on government finance did not occur by choice. As the philanthropic 
support withdrew gradually from this sector, it became rather a compulsion for 
the universities to rely almost to the point of totality on State fimds. This is the 
reason that government started dictating terms to universities. In fact, no 
university (or institution of higher learning) can enjoy complete academic 
autonomy, unless it has created for itself reliable financial autonomy. What is 
more unfortunate is that despite having surrendered academic autonomy to a great 
extent, universities are still not getting the desired financial support from the 
govenunent for necessary expenditures and consequently have accumulated huge 
deficits. 
Higher Education as a Non-Merit Good 
Under the influence of the new economic policy, leave alone State 
governments, the Government of India itself wants to reduce public expenditure 
as such, and therefore also on higher education, whereas this sub-sector of 
education is by all means in infancy in a State like U.P., but it has come to suffer 
^ For instance, the annual publication of die Directorate of Education, Government of U.P. -
Shiksha ki Pragati now does not include chapter on Higher Education, while it discusses all other 
types / levels of education. 
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along with the national system of education. A research conducted by NIPFP^ 
(National Institutes of Public Finance and Policy) in 1997 led the Government of 
India to issue a discussion paper entitled: "Government Subsidies in India"'* with 
the avowed purpose of guaranteeing an informed debate, inter alia, on treating 
higher education as a non-merit good. To begin with this Paper itself describes 
higher education as "a non-merit good" and the funds spent on it as "a non-merit 
subsidy". 
This is a purely unilateral decision taken by Government of India with the 
singular objective of reducing fiscal deficit under the larger influence of the 
Structural Adjustment Programme (SAP). It is based on purely financial 
budgetary arguments and does not take into account the enormous positive 
contribution higher education makes in various ways to the social and economic 
development of the State and the country. 
It can be argued with all theoretical details that in the theory of social 
goods, higher education along with the section of education has always been 
placed and treated as a "merit good." It needs not any re-emphasis that the 
category of "merit goods" lies in between public and private goods (though there 
are public goods with "privateness" and similarly, there are private goods with 
"publicness"). Needless to stress, merit goods are those whose consumption is 
believed to confer benefits on society as a whole greater than those reflected in 
consumer's own preferences for them. This implies that they have beneficial 
effects, presumably by making the consumers better or more productive people. 
It is on the basis of the above argument that merit goods are subsidised by 
government and some times (in the absence of government or as a supplement) 
also provided by voluntary organisations and charities. Thus the move of the 
Government to reduce expenditure on higher education and to treat it as a non-
' NIPFP: Government Subsidies in India, National Institute of Public Finance and Policy. New 
Delhi, March 1997. 
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merit good goes against the social and national interests of achieving an 
egalitarian society. It may further be pointed out that the spill over benefits of 
higher education or social returns to higher education are much higher in 
developing countries like India as compared to the developed countries (vide 
Chapter V). This is equally true in a relative sense for a state like Uttar Pradesh 
vis-a-vis the developed states of India. 
Quality Linked Financing 
Conventionally, the financing of higher education in U.P. has been based 
on public grants, which have been largely governed by political pulls and 
pressures. Since the adoption of the SAP (mentioned above), ways are being 
found to link the public financing of education with 'quality' in higher education, 
and to make it limited and more selective. There is no denying that the earlier 
system of budgetary allotment of fimds and grants to higher education (vide 
Chapter VIII) had several weaknesses and called for suitable rationalisation. The 
system of financing education as it exists in U.K. appears to be a better alternative 
for the Indian States but it was never adopted though the academic system in India 
is British in origin!^ 
The quality factor has acquired fiirther significance in view of the 
establishment of the National Assessment and Accreditation Council (NAAC) in 
1994^. The operation of NAAC is still very limited. In the first three years of its 
establishment only 27 universities and 48 colleges fi-om all over India applied for 
assessment and accreditation. As per the quality norms fixed by the NAAC, it is 
* Govanraent of India :" Government Subsidies in India**, Discussion Paper, Ministry of Finance, 
Government of India, New Delhi, May 1997. 
^ In U.K. local rates in tfie form of taxes on business and non-business property are earmariced for 
financing education and are supplemented by Parliamentary grants. Vide, Muzammil, M., 1989. 
' On tiie recommendation of Programme of Action (POA) document that provided the guidelines 
for the implementation of die National Policy on Education (1986), die UGC established NAAC 
with its head quarters in Bangalore. 
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ironical that only 10 universities were fulfilling the purpose for which they were 
established.' 
It would be appreciated if financing of higher education in U.P. as well is 
truly linked with quality, but making 'quality' as a pretence to reduce expenditure 
of the government will not be advisable. 
All in all, there is no denying that in future public expenditure for higher 
education in the State will not be forthcoming as easily as it was earlier. Therefore 
attention is drawn to rethink fee as a potential source of financing higher 
education in U.P. Theoretical considerations are taken first. 
Privatising the Financing of Higher Education 
With shrinking confidence in government's ability and efficiency, there 
has developed a tendency for increasing reliance on the "golden rule" of market 
mechanism. A large body of research* has come up to substantiate the logic of 
greater use of fees and other user charges for providing merit goods, particularly 
higher education. This argument coincides with the liberalisation of economic 
policies being pursued widely these days, which suggests that government should 
reduce its functions and curtail down its expenditures. It may, however, be 
pointed out that even in developed countries of the world today, "almost three 
quarters of public spending is allocated to programmes (services) that are 
marketable but not marketed"- (Rose: 1989, emphasis added). As against this, 
higher education in India is being planned to be subjected to market mechanism. 
If it happens at the national level, U.P. cannot remain for behind. 
The theoretical support for this argument is that those who benefit fix)m 
higher education should adequately pay for it. But fee is not like any other price 
' Manoharan, PT: "Campus News", University Sews Vol.36 No. 14,6* April, 1998. 
' Vide for instance: Tilak JBG (1995) "On Pricing Higher Education" UGC Occasional Paper 
No.2, NIEPA, New Delhi. 
' Rose, Richard : "Charges As Contested Signals", Journal of Public Policy, Vol.9 July-Sept. 
p.274 ,(1989). 
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through which a commodity or a service is bought and sold. In fact pricing of 
higher education carmot be made efficient because of the following reasons: 
1. Externalities of higher education cannot be quantified. 
2. Detailed estimates of the price elasticity of demand for higher 
education are difficult to be made. 
3. Adequate research evidence is still not available on the distributive 
consequence of pricing. 
4. Sufficient evidence on the results of various models of pricing is also 
not available. 
5. The impact of pricing of higher education is difficult to be examined 
carefully on the demand and supply efficiency of higher education, 
and 
6. The relative efficiency of pricing over other methods of financing 
higher education is yet to be established. 
Discriminatory Pricing of Higher Education 
With a view to attain the twin objective of mobilising more resources and 
at the same time maintaining 'ability to pay' principle in fee charges to ensure 
equality considerations, discriminatory pricing of higher education is advocated. 
While some seats may be tuition fee free others should be adequately priced and a 
small percentage (10% or so of the total seats) may be fixed as payment seat. This 
is in line with what the UGC termed as 1:10:20 formula of fee fixations in private 
colleges of professional higher education (vide Chapter VI). Keeping in view the 
very low level contribution of fees it is suggested that it should be adequately 
revised so that the contribution from fee is raised to a minimum of 30-35 percent 
of the total educational income. In countries like USA in private colleges of 
higher education the contribution of fee is around 30 percent. However, in view of 
the severe resource crunch in higher education in U.P. it may be recommended 
253 
that fee contribution be raised to 30-35 percent from the present below 5 percent 
level at the minimum. 
Discriminatory fee structure may be recommended for different groups of 
students (coming from various income groups of the society). Under this scheme, 
the top 25 percent of rich students (coming from highest income group) may be 
required to pay 75 percent of the recurring expenditure. Students belonging to 
second income quartile may also be asked to pay 50 percent of the recurring 
expenditure, and the third quartile may pay 25 percent of the recurring cost. While 
the last quartile (i.e., students from the poorest income quartile) may be exempted 
altogether from payment of fees. 
Alternatively, if a more egalitarian approach is to be adopted, only two 
quartiles from top may be asked to pay higher fee while the lower two quartiles 
may be exempted from fee. If this method is adopted, it can mobilize more 
resources and can also ensure, at the same time, social justice. 
The supporters of the policy of State intervention are of the view that not 
much can be done regarding the financial crisis in higher education. They feel that 
it is the duty of the State to support higher education. Comparison of higher 
education with a manufacturing industry, which generates its own resources by 
selling its own products, will not be in order. It is not possible for higher 
education institutions strictly in the same sense to generate their own resources, 
and thus, become self-supporting in financial matters. Even the private 
universities started in some countries are receiving financial help from the State. 
The Punnayya Commission too is of the view that the State must continue to 
accept the major responsibility for financing the essential maintenance and 
development requirements of the universities. 
As has been said earlier, education (including higher education) is a merit 
good and the recipient of it must not be expected to pay entirely for its financing. 
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It is estimated that only 30 percent of students belong to the category that can pay 
and bear the full cost of higher education'° 
This however should not be taken to interpret that universities should not 
make efforts to raise their own resources to supplement to what is provided to 
them as grant by the government to function smoothly. 
Emergence of the Crisis 
The process of evolution of any crisis itself provides clues for its 
solutions. The history of higher education in U.P. reveals that it largely began 
with philanthropic endeavour, private charity and voluntary endowments, which 
remained of long the mainstay of university finances. Students' fees, donations 
and other voluntary contributions of various kinds played an important role. But 
gradually a declining trend in these flows set in (vide Chapter VII). The share of 
income and utility charges on account of laboratories, hostels, examinations, etc., 
has all gradually declined. It was, inter alia, because of a lack of concerted efforts 
to augment resources firom the beneficiary groups. The imiversity leadership 
successively failed in prevailing upon the potential donors to make contributions. 
The noble traditions of volimtary private contributions continued to decline and 
with the advent of our own government with the Independence of the country, the 
burden of financing got gradually shifted on to the shoulders of the government, 
which itself in those days was e^er to embark upon ambitious plans for 
development of higher education in the State. A glance over the data in Chapter 
VII would reveal that the govenunent's responsibility of financing higher 
education has been continuously increasing, but the government's enthusiasm, 
willingness, and of course, capacity to continue to spend on hi^er education has 
been declining. 
" Shanna, GD.: "Higher Education: Resource or Policy Crunch", University News Vol.30 No.33 
17 August 1992. 
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On the other hand, continued heavy reliance of universities in U.P. on 
public funds (vide Chapter VII for detailed data in this context) has had a very 
depressing effect on them by weakening their endeavour to raise their own 
resources. Fast declining internal resources and much lower increase in public 
financing than commensurate with ever increasing needs (for instance, enrolment 
in universities and colleges, Chapter III) appear to be the most rated reasons 
behind the present financial crisis in this sector. Severe resource constraints on the 
one hand, and the ever-increasing demand for higher education of various types 
on the other, have made things progressively worse. This has led to the urgent 
need of additional resources mobilisation. 
Inter-University Experiences 
It would be worthwhile to compare the financial managements of Bombay 
and Delhi universities - one is a Central university and the other a State university 
in Maharashtra. 
While 66 percent of the funds are generated internally by Bombay 
University (as in 1990-91), which is a very notable feature, on the other hand, 
Delhi University is largely dependent on Central government. While 12.6 percent 
of income is generated by fees in Bombay University, in Delhi this ratio is only 
2.6 percent. In Bombay University examination and related fee constitute about 
20 percent and income from correspondence covurses is about 10 percent. As 
stated above while Delhi University" treats UGC as its milch cow, the other 
universities in the cotintry, viz., Madras, Annamalai and Rohtak treat their 
correspondence courses as milch cow. The Delhi University vice-chancellor had 
to s c n ^ the bottom of the barrel to raise money for staff salaries in September 
1993. He was bailed out by a Rs.3.00 crore grant "on account" from Delhi 
University 1994-95 budget! He decided to solicit donations from political parties. 
" Vide: "Varsities must have Internal Funds", news item in the Times of India 20.11.93. 
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The cash starved Delhi School of Economics in 1993 is reported to have 
slashed down its subscription from 600 journals to 200 journals. It could not even 
afford to replace its 20-year-old (vintage) typewriters and lecturers wanting to use 
dustless chalk had to pay for it themselves. The School sent out a frantic SOS to 
the government to save the library. '^  
Grants to Delhi University were frozen by the UGC in 1991-92. The 
academic community was up in arms, and the UGC talked of the need for 
universities to generate more funds on their own. But little progress was made in 
this direction. Very late in the day fees were raised upward which had remained 
unchanged for decades. 
More recently Delhi University is reported to be under the grip of a 
serious financial crisis.' Senior university officials say that all developmental 
works have virtually come to a standstill. Training programmes are being 
scrapped and there is no money to pay salaries. The officials even went to the 
extent of saying that university has to be closed down if matters continued like 
this. 
The approved budget for Delhi University is Rs.07.38 crores for 1999-
2000, 95 percent of which goes for salary payment and a small percentage 
remains for maintenance. Of this amount the UGC has sanctioned only 38.12 
crores though three-quarters of the year are over and the last quarter has begun. 
Under this financial constraint many academic progranunes are being held up. For 
instance, Centre for Professional Development in Higher Education has cancelled 
its programme for English teachers. 
Mention may be made of Calcutta University in West Bengal which is 
having real estate assets worth Rs.310 crores. In 1993 when the government of 
West Bengal {omounced that it would not be able to disburse salaries to staff 
'^  "Universities Struggle to Leam the ABC of Finance", Special Rqrart The Economic Times, 
New Delhi, Sunday, 17* October 1993. 
" "Delhi University in red, may close down", The Times of India, Lucknow, 4.10.1999. 
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before the festive season, it sent the university into a financial tizzy.'^ The annual 
budget of Calcutta University is of the order of Rs.33 crores and internal 
resources accounted for only Rs.2 crores. Rs.1.5 crores were generated from fee 
hike in 1993 and the university felt that more hike was not possible as further fee 
hike was beyond question because it was a very sensitive issue. Calcutta to revive 
itself from the financial crisis decided to sell off the gold and silver metals which 
remained imclaimed since 1901 and ordered that two university officers should 
travel in the same car and the same should not be used on Sundays. 
In Kamataka, Bangalore University ran an annual deficit of Rs.3 crores in 
early 1990s. Efforts were made to fill up the financial gap through hike in fees but 
it met serious protests by students and the move was defeated. 
Deficit in State Universities' Budget 
As on 31 May 1992 it was reported by the vice-chancellors' conference of 
U.P. universities that all the 14 State universities were running into deficit. The 
total deficit of three universities had reached Rs.26.52 crores of which Allahabad 
Universities alone accoimted for a deficit of Rs.7.39 crores. On 11 November 
1992 the Chief Minister of U.P. warned the universities to correct their budgets 
and start functioning in financial viability.'^ 
The banks are working for maintaining the Accounts of Allahabad 
University, viz.. State Bank of India and Punjab National Bank. In November 
1992 Allahabad University was due to pay Rs.80 lakhs to State Bank and Rs.1.00 
crores to Punjab National Banks to clear its accounts and that was the reason that 
both the banks refused to give overdrafts to Allahabad University. Almost the 
same has been the case with Lucknow University. During 1992-93 the University 
had a deficit of about Rs.4.25 crores which was slightly reduced to Rs.4 crores by 
May 1993. The gravity of the situation could be judged from the fact that the 
"Ibid. 
" Swatantra Bharat: "Vishva Vidyalayon Aur Vyavastha" (Editorial), Lucknow, 19.11.1992. 
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university authorities were unable to pay remuneration to those teachers who had 
evaluated the examination answer books in 1992. When teachers raised hue and 
cry, the Government agreed to release teachers' remuneration on the condition 
that the University should increase the fees. Complying with the State 
Government's direction, the vice-chancellor increased the tuition as well the 
hostel fees in 1993. 
Eighty percent of the State's and UGC grants are used to pay salaries of 
teachers. Both the grants are insufficient to meet the requirements and the 
University is running in deficit. 
Economic Theory Applied to Higher Education 
Financial crisis in institutions of higher education gives rise to several 
other constraints. If a diagnosis of this problem is to be attempted from an 
economic angle, a theory can be evolved for the huge enterprise of higher 
education in the State. Education has often been regarded as a social good or as a 
merit good. Now even this postulate is being questioned (as discussed earlier in 
this chapter). In fact, higher education was seldom analysed in the framework of 
economic theory. If primary tools of price theory are applied to education, the 
entire section can be brought, for purpose of analysis, into a price theory 
framework. The demand for higher education, its supply, the costs involved in 
producing educational services, the analysis of factor market in higher education, 
the persistence of excess demand for education, etc., all can be subjected to strict 
economic diagnosis. 
From an economist's point of view higher education may be regarded as 
an economic good. A philsmtfaropist may object that education is not an economic 
commodity, wMch can be put into the straight jacket of price theory. But in the 
present day economic system, nothing appears to work on a purely philosophical 
and philanthropic basis. Traditionally higher education has been left out of the 
price theory, but now, when it is competing for an increased share in the budget of 
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the government, and when people are increasingly feeling concerned about its 
quantity and quality, it cannot be treated in isolation without reference to factors 
like demand for and supply of higher education, resources, costs and the 
mismatch therein and its implication, etc. 
If a theory of social good is applied to higher education (as it has largely 
been done thus far), it escapes the applications of market mechanism. But the 
application of social goods theory to higher education (in which government is the 
supplier) has not been able to solve the problems of higher education sector. An 
important reason for the inefficient working of higher education sector has been, 
as in the case of many other public undertakings, assured salaries and absence of 
monitoring systems for the performance of teachers and the institutions. 
Production of educational services in the institutions of higher learning financed 
almost entirely by the government with least participation of students' finance (the 
customers of the service), has been very inefficient. While in those institutions 
where private participation in one form or the other is substantial, the working has 
certainly shown better results.'^ As a matter of fact. State monopoly in the supply 
of any commodity or service has often been decried by economists. But it is 
ironical to note that modem higher education has virtually been a State monopoly 
in several countries. In the communist countries of the world (like former USSR), 
this has been the case not only with education but also with the entire economy 
(or major part of it), which ftmctioned with State's support and dictation. But now 
the efficiency of market mechanism has been recognised and well established 
there also and price theory is being applied to find out the solutions to current 
problems. Economic considerations in higher education are becoming important 
and non-economic explanation of the crisis in education is gradually losing 
ground. The system based on market mechanism becomes self-sustaining fi-om 
the viewpoint of additional resource generation. In fact, if organised well it can 
'* Mathew, ET.: "Financing of Private Colleges in Kerala", Economic and Political Weekly, 28 
April, 1990. 
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finance or subsidise other ventures, which may be on higher priority in the social 
scale of programmes, e.g., higher surplus may be used for financing primary 
education for the disadvantaged groups. 
Modem higher education sector in U.P. as elsewhere in the country is a 
unique venture viewed firom economic angle. It is a sector where the basic rules of 
economics are flouted:"-'* 
i. The consvimers are not the buyers 
ii. The producers are not the sellers 
iii. The financiers are not the controllers 
In the higher education sector, the students are the consumers of higher 
education who do not buy this service at a realistic price (fee). They enjoy it at 
unrealistic price (level of fee) which is not determined by the market forces. 
Students in universities, in particular, are consuming education at price (fee rate) 
which can by no means be said to be an appropriate price for the service (of 
higher education) vide Tables of data of per pupil fee in higher education in 
Chapter VII. One may say that it is true of other pure social goods as well, but all 
the same higher education has not been regarded by economists as a pure social 
good. Even later economists like Blaug— viewed it as a good which should go 
with a price. As shown in chapter VII prevailing fee rates for higher education are 
too low and caimot be said to be appropriate. Only in a few institutions in higher 
education fees are appropriately determined. Though these are rare cases, they 
merit attention due to remarkably better performance. Only that market which is 
characterised by appropriate pricing of goods sold there can function efficiently 
and can sustain its existence. Thus, if the consumers of higher education, the 
" Buchanan, JM and Devlet(^ou, ME.: Academia in Anarchy: An Economic Diagnosis, Basic 
Book in Inc., New Yoik, 1970. 
" Muzammil, M.: "Flout the Rule and Pay the Price", Tfe Guardian, London, Educational 
Supplement, January 20* 1995. 
" Blaug, Mark : Economic Theory in Retrospect 5* ed. Cambridge University Press. Cambridge, 
1997. 
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students, do not pay appropriately for their consumption (education), the system 
can hardly operate efficiently. Over the years, the demand for higher education 
has increased enormously (vide - the swelling figures of enrolment in higher 
education in Chapter III), but its price has not increased (or was not allowed to go 
up). In the case of an ordinary product, an increase in demand generates pressure 
on prices and, consequently, prices rise so as to limit demand to available supply 
of goods. In fact, prices serve as the balancing device, which acts to bring demand 
and supply into equilibrium. But in case of higher education, as in a 'fair price 
shop' prices are not allowed to go up despite increased demand^ .^ 
Two means are available for limiting demand in a situation where price is 
not allowed to increase. The first is to allow the available supplies to be "over-
crowded" which amoimts in the case of higher education, enrolling students in 
excess of capacity, which compels the quality to fall. The second, if such 
overcrowding is not allowed, is, perhaps, resorting to "direct rationing". This will 
primarily, be carried out by restriction on the number of students rather than by 
dilution of quality. This is the end result of keeping the level of fees (price) much 
below the normal cost. The rationing process enhances the discretionary powers 
of those responsible for choosing the beneficiaries firom among the applicants, and 
reduces the power of those who secure admission. 
Coming to the flouting of the second rule that in higher education 
producers are not the sellers, it may be said that while all producers work in self-
interest, teachers as producers of (the services) higher education are not able to 
sell (set the price of) their product (education). 
There is hardly any significant difference between the producers of 
education and producers of other goods. In view of the inexhaustible numbers of 
the potential consumers, producers may be tempted to restrict output below the 
maximum level. Thus, the producers will decide not only how many potential 
** Only at the primary level, though, it is expected to be supplied free of charge. But at that level, it 
is the constitutional obligation of the Government of India and that of U.P. 
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consumers to favour but also whom (from among them) to favour. They will 
select, therefore, that ratio of output which suits their own priorities. Their scale 
of operation will be considerably lower than their potential capabilities. This 
results in personalised discrimination and production of services on a lower scale. 
This can be rectified only if higher education subjected to market forces. 
The third flouting rule of the market mechanism in higher education 
relates with tax payers whose money is used through the State government to 
finance higher education but the tax payers (financiers) are not the controllers or 
managers of higher education. The more integrated and closer the owners and 
controllers, the more efficient will be the management of any 
organization/institution. 
Economists have long been concerned about the divorce of ownership 
from control even in modem business corporations. Corporate management has 
been alleged to hold the power to make decisions that are contrary to the interests 
of the stockholders who are the legal owners of the corporations. Whether and to 
what extent, managements act against the owner's interests remains a question. 
This analogy can be applied to educational institutions where the separation of 
ownership from the effective control is far more complete. Corporate 
management does exercise a range of discretionary powers within which its own 
interest may be protected and promoted. Beyond these limits, however, 
management must give due regard to stockholder's interests or face the threat of 
replacement either directly or through a take-over measure. No such curbs are 
provided for in the management of modem educational institutions, particularly 
universities, wherein, institution-wise, financial transactions are massive. Some 
economists have recommended a combined administrative or faculty hierarchy. 
At present, no ma-ket for university shares (which noight allow outsiders to 
purchase rights to participate in management, replacement and takeover) exists. 
In fact modem university management do what they please. They hardly 
pay any regard to the interest of the ultimate owners - the taxpayers, who, (as the 
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governments share in financing higher education by tax money is over 90 percent) 
are the real financiers of higher education. 
Thus, as mentioned above in its detail logic, higher education in U.P. does 
not adhere to the economic theory and this, economically speaking, is the most 
valid reason of financial crisis and the consequent search for additional resource 
mobilisation. 
Subsidiary Markets in Higher Education 
Because of a failure of the application of economic (market) theory to 
higher education, "subsidiary markets" have developed in this sector^'. Excess 
demand for higher education, which results firom a policy of restricted admissions 
at the sub-optimal fee rates gives rise to subsidiary markets in higher education. 
The mushroom growth of private higher (professional institutions) and coaching 
institutes and the like is a proof of this. 
These sub-markets operate on the principle of market pricing policy and 
are running efficiently. The existence and strength of these sub-markets disturbs 
the working of the main market (the higher education sector - imiversity and 
collegiate education). The suppliers of higher education (teachers) in the main 
market are employed on assured salaries but teachers in the subsidiary markets, 
where they can dictate the price of their services, tend to work more efficiently, 
sincerely and to the best of their ability. Consequently - teaching in the main 
market, (the main educational institutions) suffers. Students go volimtarily to the 
subsidiary markets and pay market prices (higher fees) for purchasing higher 
education because they are sure that the services that they are getting is worth the 
(high) fee. That is why the subsidiary maiicets in higher education have not only 
come up but also are increasing in number and flourishing. 
'^ For details see M. Muzammil: "Market theory in Education" - University News „ 13 January, 
1992. 
264 
Since the subsidiary markets are working on market principle, they are 
doing well. There is no resource crunch and no panic to mobilize the additional 
resources. On the other hand, in the main market where the operation is being 
carried on at less than the potential equilibrium price and market theory is not 
being adhered to, the efficiency has fallen and caused severe financial crisis, 
which leads to an inspection with a view to find out ways for additional resource 
mobilisation. 
Foreign Experience 
Governments withdrawing from financing of higher educational 
institutions resorting to raising their own resources themselves in a professional 
manner, are now common features abroad. There is a visible shift fi-om State 
supported higher education to the self fmanced system. This is true not only in the 
case of capitalist or market-based economies like those in Western Europe and 
America but also in countries like China. 
Universities in Britain, for instance, are also making themselves gradually 
financially autonomous by reducing their reliance upon government fimding 
agencies. In many countries abroad students' fees for several specific courses are 
almost equal to the actual per pupil cost of providing more courses. Thinking on 
these lines for them becomes necessan.' because of the need for linking it to 
efficiency and productivity. 
It is often argued that India is now having too many universities and that is 
why the problem of financing is getting acute. In this connection, mention may be 
made of Great Britain where there are 189 universities and 10 equivalent 
institutions for a population of 59 million only.^ If self-financing system is 
^ Higher Education Funding Council (HEFCE) for England: Profiles ofHi2her Education 
Institutions. 1994. (Of the 189 universities there are 148 in England, 21 in Scotland, 16 in Wales 
and 4 in Northern Ireland.) 
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adopted, universities running in deficit can be set right and many more 
universities may be accommodated in the system. 
Projected Requirements of Finance in Uttar Pradesh 
As has been demonstrated in Chapter IX higher educational expenditure 
has been rising at a very rapid rate and given the growth rate of enrolment of 
students it is likely to increase further. This section attempts an analysis of 
projections of the financial requirements for higher education in U.P. over the 
next 10 years. The projections of finance are based on alternative considerations 
of enrolment's projected growth in universities and colleges of the State. 
Projections of enrolment has been attempted on the basis of: 
i. The trend rate of growth in enrolments in higher education in U.P. 
ii. The assumption that by the year 2010, in U.P. about 15 percent of the 
higher education age cohort population will join the higher education 
institutions. And it would not be out of place to mention that in many 
developing countries this percentage has already been reached. In fact 
the average enrolment ratio in higher education in Latin America is 
17.2. In the Asian coimtries of South Korea, Philippines and Thailand 
the respective figures are 52 percent, 27.4 percent and 20.1 percent. 
Table 10.1 attempts the first of the two alternative projections. It is based 
on the trend rate of growth of enrolments in higher education between 1990-91 to 
1998-99 (for degree collegiate enrohnent) and 1984-1985 to 1988-89 (for 
university enrolment). The reasons for selecting two different time periods for the 
two types of higher education enrolment in U.P. is that the data related vsdth these 
as published by the Directorate of Higher Education in U.P. do not appear to be 
realistic over the entire period generally covered in this thesis. The degree 
collegiate enrolment appears to be most realistic (for the later years) for 1990-91 
to 1998-99. (the figure for 1998-99 is taken from Annual Plan of U.P. 1999-2000 
brought out in August 1999 which itself uses the Directorate's data). The statistics 
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related with university enrolments as published in the Directorate's publication 
for the years in 1990s is unrealistic. That is why it was decided to bank upon 
1980-81 to 1990-91 trend, which witnessed fast increase (Chapter III). 
Table 10.1 
Projected Enrolment in Higher Education in U.P. 
(First Alternative) 
(In Lakhs) 
Year 
(1) 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
2006-07 
2007-08 
2008-09 
2009-10 
College 
(2) 
9.83 
10.40 
11.00 
11.64 
12.32 
13.03 
13.79 
14.58 
15.43 
16.33 
17.27 
University 
(3) 
2.47 
2.57 
2.69 
2.80 
2.92 
3.07 
3.17 
3.31 
3.46 
3.60 
3.76 
TOTAL (P,E) 
(4) 
12.30 
12.97 
13.69 
14.44 
15.12 
16.10 
16.96 
17.89 
18.89 
19.93 
21.03 
Note: PiB refers to Projected total enrolment in higher Education in the First 
Alternative. This projection is based on trend rate of growth in degree collegiate 
enrolments between 1990-91 to 1998-99 and university enrolment between 1984-
85 to 1988-89. Most realistic trend has been taken as base. 
On the basis of the trend rate of growth of 1980-81 to 1991, the enrolment 
in universities and colleges is projected to be 12.30 lakhs in 1999-2000 so as to 
reach 21.03 lakhs by 2009-2010. It is also asstuned that larger part of the 
enrolment will be taking place in degree colleges which will acconmiodate more 
than 80 percent by 2009-2010, while in 1999-2000 it is projected to be a little less 
than 80 percent As for projections given in Table 10.1, the enrolment in 
university will reach 3.76 lakhs and that in colleges will be 17.27 lakhs. This 
projection does not include the consideration of any freeze being put on university 
^ For instance in Shiksha ki Pragati 1994-95, the figure of Higher Education enrolment is given 
as 1,90,604 and in the Shiksha ki Pragati 1996-97, die same figure is repeated for the year 1996-
97. That there is no increase in university enrolment between the period 1994-95 to 1996-97 
period is unbelievable. Several misprints in the data are also glaring. 
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or college admissions. We assume that the admissions policy for students will 
continue as it is, and at no point in time there will be effective curb on 
admissions.^^ 
The second alternative projection of enrolments in higher education in 
U.P. is given in Table 10.2, which projects the enrolment at a relatively higher 
rate as compared to what has been done in Table 10.1. 
Table 10.2 
Projected Enrolment in Higher Education in U.P. 
(Second Alternative) 
(in Lakhs) 
Year 
(1) 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
2006-07 
2007-08 
2008-09 
2009-10 
College 
(2) 
10.99 
12.09 
13.30 
14.63 
16.09 
17.70 
19.48 
21.42 
23.57 
25.92 
28.52 
University 
(3) 
2.54 
2.77 
2.95 
3.14 
3.35 
3.56 
3.79 
4.04 
4.30 
4.58 
4.88 
Total (PzE) 
(4) 
13.53 
14.86 
16.25 
17.77 
19.44 
21.26 
23.27 
25.46 
27.87 
30.50 
33.40 
Note: The Second alternative of projection of enrolment (P2E) in higher education 
in U.P. is made on the assumption that by the year 2010 almost 16 percent of the 
higher education age cohort population will join colleges and universities, of 
which less than 1/5 will be in universities. 
According to the second alternative projection, the enrolments are to 
reach 33.4 lakhs by 2009-10 with 4.88 lakhs in universities and 28.52 lakhs in 
colleges. This estimate is based on the assimiption that by the year 2009-10, 
almost 15 percent of the projected age-cohort population in U.P. will be joining 
the institutions of higher education. But keeping in view the limits of 
admissions in universities, the projection is that while in 1999-2000, universities 
will acconunodate almost 19 percent of the total projected enrolment, this ratio 
^ Efforts are often made to reduce tiie seats in certain courses in higher education. But due to 
students (Unions) pressure the decisions are revoked. 
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will be reduced ftirther to less than 15 percent by 2009-10. The projection 
assumes that colleges will accommodate increasingly larger number of students 
in the coming years. According to this estimate the limit of 20 lakhs higher 
education enrolment in U.P. will be reached before 2005. 
Projected costs (requirement of finance) of higher education in U.P. is 
given in Table 10.3. Two alternative cost projections are given in this Table in 
column PiC which is the first alternative cost projection and P2C which is the 
second alternative cost projection. The first cost projection is based on the trend 
rate of growth during 1979-80 to 1993-94 in the cost of higher education in U.P., 
according to which the cost projection for 1999-2000 is worked out at almost 
Rs.500 crores which gradually goes up to Rs.l 156 crores in 2009-2010. 
Table 10.3 
Projected Costs of Higher Education in U.P. 
1999-2000 to 2009-2010 
(Rs. crores) 
Year 
1 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
2006-07 
2007-08 
2008-09 
2009-10 
PiC 
2 
498 
541 
589 
641 
697 
759 
825 
898 
977 
1063 
1156 
P^ C 
3 
843 
1001 
1191 
1414 
1680 
1996 
2371 
2817 
3346 
3975 
4723 
Note P|C- means First Alternative of Projected Costs of Higher 
Education in U.P. It is based on tiie long-term trend rate of growth 1979-
80 to 1993-94. P2C - means Second alternative of projected costs of 
Higher Education in U.P. It is based on long-tenn trmd rate of growth in 
costs as in P|C and it also assumes an average of 10 percent annual price 
rise over the decade. Base year is for bodi PiCand P2C is 1993-94. 
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The second alternative projection of cost assumes almost 10 percent price 
rise per year over the projected period of time and the data takes into account 
required compensation in the loss of value of money due to inflation. This 
estimate puts the figure at Rs.843 crores for 1999-2000, which rises to Rs.4723 
crores by 2009-10. 
Both the above projections are made on the base year 1993-94. It may 
fiirther be noted that if qualitative improvement is needed still higher levels of 
costs/expenditure may be required. 
If the projected costs of higher education, i.e., PiC and P2C are divided by 
the projected enrolment figures, i.e., PiE and P2E, we get the projected per pupil 
cost of higher education in U.P. for the period 1999-2000 to 2009-10. The 
projected data are given in Table 10.4, which provides four alternative scenarios, 
which are given in columns PiC / PiE, P|C/ P2E, P2C/ PiE and P2C/ P2E, which 
reveal 4 different series of projected per pupil cost of higher education in U.P.: 
Table 10.4 
Per Pupil Projected Costs in Higher Education in U.P. 
(In Rupees) 
Year 
(1) 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
2006-07 
2007-08 
2008-09 
2009-10 
First 
Alternative 
(PiC/P.E) 
(2) 
4048 
4171 
4302 
4439 
4610 
4714 
4864 
4997 
5172 
5334 
5497 
Second 
Alternative 
P,C /P2E) 
(3) 
3681 
3641 
3625 
3607 
3585 
3570 
3545 
3527 
3505 
3485 
3461 
Third 
Alternative 
(P2C/P,E) 
(4) 
6854 
7718 
8700 
9792 
11111 
12398 
13980 
15746 
17713 
19945 
22458 
Fourth 
Alternative 
(P2C/P2E)) 
(5) 
6231 
6736 
7329 
7957 
8642 
9388 
10189 
11064 
12005 
13033 
14141 
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i. The lowest amounts of projection are those which are based on First 
ahemative of cost projection and the second alternative of the enrolment 
projections. The data are given in column (3) of Table 10.4. It shows that if 
current cost estimation is done on the trend growth rates and enrolment 
increases so as to reach 15 percent level of enrolment ratio of the relevant 
age groups, then per pupil cost would in fact show a declining trend, i.e., 
cost estimates are too low as compared to projected enrolment even to 
maintain same level of per pupil cost. 
ii. Series two is on the basis of first alternative projections of cost and first 
alternative projections of enrolment. It is shown in col. (2) of the said Table. 
It reveals a rising trend in per pupil cost of higher education in U.P. from 
1999-2000 to 2009-10. The per pupil cost estimates go up from Rs.4048 to 
Rs.5497 over the said period. 
iii. Series three is calculated on the basis of cost projection of second 
alternative and the enrolment projection also of the second alternative. In 
this case per pupil cost goes up fi-om Rs.6231 in 1999-2000 to Rs.l4, 141 in 
the year 2009-10. This is shown in Col. (5) of the Table. 
i\'. The Fourth series is given in Col.4 of the above mentioned Table which is 
based on cost projections of the second alternative and enrolment projections 
of the first alternative. Consequently the per pupil cost projections show very 
rapid increase fi-om Rs.6854 in 1999-2000 to Rs.22,458 in 2009-10. 
An attempt has also been made to project per pupil fee and in doing so it 
was assumed that largely three types of argument are being given regarding the 
ratio of fee in total finance of higher education: 
A. That only 35 percent burden should be on the students in the form of fee and 
the rest should come firom other sources. 
^ Vide for instance: Tilak JBG:" On Pricing Higher Education"i UGC Occasional Papas, 
University Grants Commission, New Delhi 1995. 
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B. That 50 percent cost of higher education must be borne by the students in the 
form of fee and the remaining help should be mobilised from other sources 
(government grants.) 
C. That in view of the general wane of the self-financing schemes in university it 
is pleaded that even 60 percent cost should be borne by students in the form of 
their fee and only 40 percent should be raised from other sources. 
Table 10.5 presents projected data with respect to the above mentioned 
three alternatives on the basis of PiC and PiE in columns (2), (3) and (4) 
respectively. 
Table 10.5 
Projected Per Pupil Fee in Higher Education in U.P. 
Three Alternatives: Based on Projected Costs PiC 
and Projected Enrolment P]E 
(In Rupees) 
Year 
(1) 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
2006-07 
2007-08 
2008-09 
2009-10 
PiCPiEX, 
(2) 
1417 
1460 
1506 
1554 
1613 
1650 
1703 
1757 
1810 
1867 
1924 
P,CP,EX2 
(3) 
2024 
2086 
2151 
2220 
2305 
2357 
2472 
2510 
2586 
2667 
2748 
PiCPiEXj 
(4) 
2429 
2503 
2581 
2663 
2766 
2829 
2919 
3012 
3103 
3200 
3298 
Note: PiCP|EX| is projected on the 
total cost as fee. P1CP1EX2 is on the 
total cost as fee. PfCPiEXs is on the 
assumption tiiat students 
assumption diat students 
assumption tiiat students 
pay 35 percent of tiie 
pay 50 percent of the 
pay 60 percent. 
It reveals (vide col.2) that if 35 percent projected cost of higher education 
is to be shifted to students as fees then per pupil fee would be Rs. 1417 to Rs.l924 
from 1999-2000 to 2000-10. Alternatively, if 50 percent burden is to be shifted to 
students then per pupil fee would be Rs.2024 in 1999-2000 and will go up to 
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Rs.2748 by the end of the projected period. Finally, if it is decided to transfer 
even 60 percent burden on the shoulders of students in higher education in U.P. 
then per pupil fee will range from Rs.2429 to Rs.3298 over the period 1999-2000 
to 2009-10. It must be remembered that these three ahematives are based on 
PiC/P,E. 
If we apply the second projection of enrolment to the first projection of 
cost, i.e., P1C/P2E then three different alternative series will be obtained with 
regard to per pupil fee. (vide Table 10.6). 
Table 10.6 
Projected Per Pupil Fee in Higher Education in U.P. 
Three Alternatives : Based on Projected Costs (PiC) 
and Projected Enrolments (P2E) 
(In Rupees) 
Year 
(1) 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
2006-07 
2007-08 
2008-09 
2009-10 
FiCPzEXi 
(2) 
1288 
1274 
1268 
1262 
1255 
1250 
1241 
1234 
1227 
1220 
1211 
PjCPaEXz 
(3) 
1840 
1820 
1812 
1804 
1793 
1785 
1772 
1764 
1753 
1743 
1730 
P1CP2EX3 
(4) 
2208 
2184 
2174 
2164 
2151 
2142 
2127 
2116 
2103 
2091 
2077 
Note: PiCPjEXi is calculated on die assumpticm that students pay 35% of the total 
cost as fee P1CP2EX2 assumes SO percent cost to be borne as fee by studoits. 
P1CP2EX3 is projected on the assumption of 60 % cost to be paid by students as fee 
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It will be observed that all the three columns of per pupil fee columns 2, 3 
and 4 show a declining trend. It is obvious as the data in colimin 3 of Table 10.4 
itself shows a declining trend. The variations in columns 2,3 and 4 of Table 10.6 
is because of the 35, 50 and 60 percent ratios as mentioned above. Column (2) 
assumes 35 percent allocation of burden of the total higher education cost on 
students. It gives figures ranging from Rs.l288 to Rs. 1211 over the said period. 
Similarly colunm (3) gives figures based on the assumption that 50 percent cost is 
transferred to student which they should pay as fee from Rs.l840 to Rs.l730 over 
the same period. If 60 percent cost is shifted to students then the related per pupil 
fee rates would range from Rs.2208 to 2077 over 1999-2000 to 2009-10. The 
reasons for the declining trend in this estimate have already been explained above. 
Table 10.7 presents the estimated data of per pupil fee based on the above 
mentioned three ratios. Data in this Table is based on P2C/ PiE (Column 4 of 
Table 10.4). 
Table 10.7 
Projected Per Pupil Fee in Higher Education in U.P. 
Three Alternatives : Based on Projected Costs (P2C) 
and Projected Enrolment (PiE) 
(In Rupees) 
Year 
(1) 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
2006-07 
2007-08 
2008-09 
2009-10 
PiCPjEX, 
(2) 
2399 
2701 
3045 
3427 
3889 
4339 
4893 
5511 
6200 
6981 
7860 
PzCPiEXz 
(3) 
3427 
3859 
4350 
4896 
5555 
6198 
6990 
7873 
8857 
9972 
11229 
PzCPiEXj 
(4) 
4112 
4631 
5220 
5875 
6666 
7439 
8388 
9448 
10628 
11967 
13475 
Note: P2CP1EX1 is calculated on die assumption Aat students pay 
35% of die total cost as fee. P2CP1EX2 assumes 50 percent cost to 
be borne as fee by students. P2CP1EX3 is projected on the 
assumption of 60 % cost to be paid by students as fee. 
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This Table shows a rapid increase in the estimated values of per pupil fee. 
If we assume 35 percent transfer of the burden of cost to students, then the fee 
will range from Rs.2399 to Rs.7860 from 1999-2000 to 2009-10. Similarly in the 
case of 50 percent cost being shifted to the students the projected fee would be 
Rs.3427 to Rs. 11229 over the same period. But if 60 percent cost were to be 
borne by students as fee then per pupil fee would be Rs.4112 in the first year and 
Rs. 13475 in the last year of the period shown in the Table. 
The fourth alternative Table of per pupil fee projection is Table 10.8. 
Table 10.8 
Projected Per Pupil Fee in Higher Education in U.P. 
Three Alternatives : Based on Projected Costs P2C 
and Projected Enrolment P2E 
(In Rupees) 
Year 
(1) 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
2006-07 
2007-08 
2008-09 
2009-10 
P2CP2EX, 
(2) 
2181 
2358 
2562 
2785 
3025 
3286 
3566 
3873 
4202 
4561 
4949 
P2CP2EX2 
(3) 
3115 
3368 
3664 
3979 
4321 
4694 
5091 
5532 
6003 
6516 
7070 
P2CP2EX3 
(4) 
3738 
4042 
4398 
4774 
5185 
5633 
6113 
6639 
7203 
7820 
8484 
Note: P2CP2EX1 is calculated on the assumption that students pay 35% of 
the total cost as fee. P2CP2EX2 assumes SO percent cost to be borne as fee 
by studmts. P2CP2EX3 is projected on the assumption of 60 % cost to be 
paid by students as fee. 
The data in this table is based on data given in column (3) of the Table 
10.3 (P2C) and colunm (4) of Table 10.2 (P2E). In this Table on the first 
asstimption of 35 percent share as fee, the amount goes up from Rs.2181 to 
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Rs.4949 from 1999-2000 to 2009-10. If 50 percent burden were to be given to 
student, the figures would be Rs.3115 and Rs.7070 respectively. In case of 60 
percent of cost being transferred to students the per pupil fee would be Rs.3738 in 
the first year and Rs.8484 in the last year of the period mentioned in the Table. 
So far as the projection of public expenditure on higher education is 
concerned, it has been done analogous to the ratios of fees, i.e., if 35 percent 
burden is shifted to student 65 percent will have to be borne by government, 
assuming further that the share of voluntary contributions is negligible and the 
total cost is divided into two parts only, public money, i.e., public expenditure and 
private cost, i.e., fee paid by students of higher education. Projected figures of 
public expenditure are given in Tables 10.9 and 10.10. 
Table 10.9 
Projected Public Expenditure Required to Meet Projected Costs 
of Higher Education in U.P. 
First Alternative Based on Projected Costs P iC 
(In Rs. crores) 
Year 
(1) 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
2006-07 
2007-08 
2008-09 
2009-10 
PiCY, 
(2) 
199 
216 
236 
256 
279 
307 
330 
359 
391 
425 
462 
P1CY2 
(3) 
249 
271 
294 
321 
349 
380 
413 
449 
489 
532 
578 
P1CY3 
(4) 
324 
352 
383 
417 
453 
493 
536 
584 
635 
691 
751 
Note: PiCYi is on the assumption that 40 percoit of the total will 
have to be borne by government. P1CY2 is based on the 
assumption of tiiis ratio being SO percent and P1CY2 assumes it at 
65 percent. 
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While Table 10.9 takes up the presentation of the three alternative 
projections based on first projection of cost PiC, Table 10.10 gives the three 
analogous estimates based on second projection of cost P2 C. Table 10.9 shows 
that if only 40 percent cost is to be defrayed by government, then the projected 
public expenditure would be Rs.l99 crores in 1999-2000 and Rs.462 crores in the 
year 2009-10. But if 50 percent cost were to be borne by the government the 
figures would be Rs.249 crores and Rs.578 crores respectively. In case 65 percent 
share of the cost is to be financed by public expenditure, the said figures would be 
Rs.324 crores and Rs.751 crores respectively. 
Table 10.10 
Projected Public Expenditure required to meet Projected Costs of 
Higher Education in U.P. 
Second Alternative Based on Projected Costs P 2C 
(In Rs. crores) 
Year 
(1) 
1999-2000 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 
2005-06 
2006-07 
2007-08 
2008-09 
2009-10 
P2CY, 
(2) 
337 
400 
476 
566 
672 
798 
948 
1127 
1338 
1590 
1889 
P2CY2 
(3) 
422 
501 
596 
707 
840 
998 
1186 
1409 
1673 
1988 
2362 
P2CY3 
(4) 
548 
651 
774 
919 
1092 
1297 
1541 
1831 
2175 
2584 
3070 
Note: PjCYi is on die assumption tbat 40 percent of the total will have to 
be borne by government P2CY2 is based on die assumption of diis ratio 
being 50 percent and P2CY2 assumes it at 65 percent. 
Similarly Table 10.10 presents another set of the three estimates based on 
P2C. This Table puts greater burden on the government as P2C > PiC. Therefore, 
even in the same ratios 40 percent, 50 percent and 65 percent of cost to be 
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defrayed by government, all the three columns give higher figures in the last 
Table. If 40 percent cost is to be defi^yed by the government then the needed 
public expenditure for higher education will be Rs.337 crores in 1990-2000 and 
will go up to Rs.l889 crores in 2009-10. Similarly in case of 50 percent burden 
being financed by government the respective figures will be Rs.422 crores and 
2362 crores in that order. In case 65 percent cost is to be defrayed by public 
expenditure, its amount is projected to be Rs.548 crores in 1999-2000 and 
Rs.3070 in 2009-10. 
Alternatives of Additional Resource Mobilisation 
Basically, in view of the dwindling or almost negligible share of charity 
money for higher education (as given in Chapter VII), there remains only two 
sources of funding - government grants and fees from students. That is why the 
exercise of the projection of cost and financing requirement given above has been 
done in respect of the above two sources. A large group of people are still of the 
view that it is the duty of the state to support higher education. However, with 
increasing financial burden on the government and in view of its other 
obligations, universities are expected now to generate their own resources through 
some other means as well. 
Since the present financial crisis in higher education as mentioned above 
has several dimensions, any researcher may be constrained in the analysis and in 
suggesting workable reforms to suit one or a few angles. This may not be holistic 
and may not be entirely satisfactory. With this limitation in mind if we attempt to 
provide an answer to this vexed problem fix)m the viewpoint of economic theory, 
we would expect the consumers (students) to purchase higher education and if 
they do so, at a reasonable price. 
When food and fertiliser subsidies are being withdrawn there appears to be 
a weak logic in advocating to continue govenmient subsidy in higher education. 
The government has already started thinking in terms of freezing grants to higher 
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education and treating it as a non-merit good. In fact, the plan of the government 
is to gradually take its hands off from the financing of higher education and leave 
the matter of financing to the institutions themselves. If government's share is 
reduced or stopped then universities will be left with no option but to recover cost 
from fees by raising it to the desired extent. Two important aspects of the need to 
overcome the financial crisis facing imiversities and other institutions of higher 
education are (1) mobilization of resources, and (2) better utilization and 
management of the resources raised. 
The application of market theory to higher education as mentioned above 
will not only resolve the financial crisis but will also at the same time increase the 
efficiency to the maximum. The producers of the services of higher education, 
i.e., teachers should be able to sell the same. The more scarce and specific 
educational services, particularly, should be adequately charged for. 
An important reason for the decline of general academic standard in 
higher education is that it is being offered so cheap. For maintaining the existing 
level of equity in higher education, if not enhancing it fiirther, the present system 
of highly subsidised higher education, with admission on merit/reservation, 
should continue so that the meritorious and the poor are not burdened with higher 
fees and thus deprived of higher education because of the unaffordable expenses. 
However, there is no justification in keeping fee rates low across the board. For 
achieving overall improvement in quality and raising the level of equity in true 
sense of the word, the insufficient inputs in the present system leading to poor 
quality should be augmented by savings from the self financed programmes. It 
follows, therefore, that those who have the capacity to pay should be entitled to 
get the type of education desired by fhem at a price a little higher than what it 
actually costs to provide it. The net revenue generated by these self-financed 
programmes can be used to enhance the quality and performance, as well as to 
introduce the loan scholarships to enable the students of economically backward 
sections to take advantage of the irmovative educational programmes which are 
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not supported by government. Thus, in effect self-financing introduces innovation 
and overall modernization, effectively raises the level of equity and reduces the 
dependence of the system on the government. 
A university stands to gain in financial terms if students who desire 
education on specific lines pay the university more than what it costs to provide 
that service. However, the introduction of self-financed programme in a university 
may lead to adverse reactions among all - teachers, students and the parents 
(guardians). Group interests and vested interests may try to take advantage of the 
situation of high fee and may oppose it. They will raise a hue and cry that 
universities are being made 'shops' for raising money instead of retaining them as 
temples of learning, and thus emphasis, they will claim, is being shifted from 
academic to financial matters and that social justice is being compromised. There 
may be many more politically motivated criticisms of this programme as political 
parties are often opposed to each other and try to defame or undo the work of each 
other. Therefore the introduction of self-financed academic programmes have to 
be preceded by a well-planned publicity exercise to avert misunderstanding. It 
must be clear to all those who are in any way concerned with higher education 
that: 
a) In view of the present financial constraint on the universities, new 
academic programmes are not at all possible except on a self-financed 
basis. 
b) If self-financed programmes are not available at the university, those 
students who can afford such self-financed innovative courses can join 
such programmes elsewhere and in case it should be abroad, it will put 
an additional demand on foreign exchange, the situation of which is 
already precarious. 
c) These new programmeis will assist in the overall development of the 
university. 
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d) A self-financed programme is an effective means to innovative 
educational experiment. 
e) All teachers and students stand to gain from strengthening of the 
infrastructure made possible by such programmes and the improved 
infiBStructure, in turn, will generate immense goodwill for such 
progranmies as well as for the organizing university. 
f) There will be no curtailment of seats / facilities in existing courses due 
to the introduction of self-financed innovative programmes. 
g) Self-financed programmes will lead to a lessening of financial 
dependence on the government and hence will ensure greater 
autonomy for the university. 
The recent guidelines of the UGC (mentioned in Chapter VI) whereby half 
of the seats in existing programmes can be high-fee seats and NRI seats, may be 
considered as a booster. Supreme Court decisions have given support to self-
financing courses or sponsored programmes of various types. So there are no 
legal hurdles. 
Another avenue of generating fimds for higher education is through 
exporting education. Excellence in teacher combined with the ability to tailor 
educational programmes to suit the clients and good marketing can elicit 
sufficient demand abroad and corresponding financial support. Our neighbouring 
countries and other developing coimtries in many parts of the world can benefit 
from the expertise that is generated here in this State or country. In this context, 
we may have the following type of projects: 
i. Assistance in setting up or running educational programmes at 
established educational institutions, 
ii. Setting up, on turnkey basis, an educational or training establishment, 
iii. Taking up projects in collaboration with developed coimtries, for 
instance, arranging instructions for two years bachelor's programmes in 
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a developing country followed by two years postgraduate programme in 
a developed country, 
iv. Setting up a professional institute which is recognised by the host 
country, with Indian / other's investment with full / part ownership. If 
necessary the degree may be given by a imiversity in India. Australian 
universities offer such programmes in Singapore. 
(a) Fee for Foreign Students 
All universities in the country as in the State of Uttar Pradesh are of the 
view that foreign students be asked to pay substantial higher fee and this is the 
source which all universities are trying to use to the fullest possible extent. Their 
education is now not going to be subsidized in universities on the ground that this 
is not the practice all over the world, and that most foreign students, in any case, 
come on government scholarships. There is a general tendency to hike fee for 
foreign students. The Indian Institutes of Technology for instance, have hiked 
undergraduate fees from $100 to $2000 per semester and those for postgraduate 
courses from $200 to $3000. Aligarh Muslim University decided to charge $4000 
for a Master's programme in Business Administration, and $300 to $500 for arts 
and science graduation programmes respectively. Pune University has decided to 
levy $500 as entrance fee alone. These fee structures are very close to what is 
charged from foreign students in universities of Uttar Pradesh. For example, 
foreign students in Lucknow University have to pay $2000 for undergraduate 
management courses per year. Thus enhanced fee for foreign students has made 
State universities virtually private universities. 
(b) Financial Support from Industry 
Among the sources of non-goveinment funds, industry, w^ch is the user 
of manpower trained by universities, can be induced to collaborate with research 
activities in the universities. Kurukshetra University, for instance, has created a 
cell for developing liaison with industries. A prominent electronic industry has 
proposed to collaborate with the Electronic Science Department and the 
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University Instrumentation Centre to develop sophisticated instruments. In 
another instance a plastic industry has offered collaboration with the Department 
of Chemistry to help improve the quality and finishing of their plastic products.^ ^ 
Such types of collaborations can be encouraged in universities in Uttar Pradesh to 
relieve them of some burden of financing research programmes in different 
disciplines. However, in U.P. its role has been almost negligible. Only Hi-tech 
areas industry can be fiiiitfiilly offered consultancy services especially 
universities located in and around industrial belts, while laboratories can be made 
to pay by carrying out chemical analysis, pollution monitoring, etc., for industry. 
But there is growing amount of distrust between industry and universities and this 
barrier needs to be broken. In many instances in U.P. when industrial units were 
contacted by the university, it was found that small-scale units only wanted to 
know what the university could do for them without wanting to pay for it. When 
Calcutta University in West Bengal invited the West Bengal Chambers of 
Commerce and Industry, it did not respond to the vice-chancellor's call. In fact, 
the industries as such do not regard higher education as a productive social 
investment, 
(c) Others 
Mobilization of additional resources independent of government support 
for universities can also be attempted through 'sponsored research and 
consultancy'. There is plenty of scope for expansion of these activities in most 
universities. Faculty members in departments of Management, Engineering (all 
branches). Chemistry, Conmierce, etc., may also be encouraged to bring in 
research projects and consultancies. Institutions of higher education may 
undertake production of materials and services which they can produce cheaper 
and better. Universities may start publishing-houses of their own for publication 
of books and journals. Since university faculty provides the largest authorship of 
^ University News, May 31,1993 
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books released each year, the profits from which go to private publishers, if 
universities singly or in collaboration establish publishing houses, then apart from 
the copyright remaining with the faculty members, the university may also earn a 
profit for themselves. News and feature magazines and even newspapers may be 
started by universities. It is often their faculty who constitute the leading 
columnists in Newspapers and magazines published by the private sector. 
Endowments and gifts form a negligible source of finance for higher 
education. However, this is an important source whose potential has not been 
fully explored for making important contribution towards financing of higher 
education. There are numerous instances where well-settled alumni have 
contributed generously towards specific programmes in their alma mater. 
Industrialists, businessmen and wealthy people, when approached by authorities, 
have helped with donations for specific purposes such as construction of halls, 
special wards in hospitals, extension of libraries, hostels for students and the like. 
Though this cannot be regarded as a reliable source of finance it carmot be 
ignored either. 
While discussing the ways and means for raising the 'domestic' or own 
resources of universities, we do not mean that government should take its "hands 
off' fi-om financing the institutions of higher learning. Higher education even in 
several advanced countries still remains largely a State supported sector. In India 
continuation of government si^port to higher education is much more important 
v^en we also have to achieve social justice in providing higher education. 
A more rational and equitable reorganization of government funding of 
universities in India is urgently called upon. Objective criteria based funding of 
the universities and colleges is called for by the government in order to reduce 
subjective or political discretion in allocation of grants. The criteria based funding 
as it exists in Britain is a good example for India to emulate. 
In India, it has also been suggested at the 67* vice-chancellor's conference 
held at Pondicherry that maintenance grants to every imiversity must be provided 
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for by the government. To ensure this, a special finance commission must be 
constituted to take into account minimum needs of universities. 
Thus, for solving the financial crisis in higher education a two pronged 
strategy is needed: 
i. The existing system of government fimding needs to be rationalized, 
made more effective and equitable, and 
ii. Each imiversity as an individual firm should look for other options to 
evolve its own programmes of generating fimds so that it gradually 
emerges as a professional university. 
This is precisely the system towards which higher education system of the 
State will move slowly but surely in the time to come. 
Summary and Conclusions 
Higher education in Uttar Pradesh is passing through a grave financial 
crisis as in other parts of the country. 
With the adoption of the new economic policy, government has withdrawn 
fi-om a number of activities. As in other sectors of the economy, in the sector of 
education, especially higher education, greater private sector participation is being 
promoted. Faced with huge fiscal deficit, the government is resorting to heavy 
cuts in expenditure on higher education, vsiiich has increasingly come to be 
considered a non-merit good. 
Higher education is being plaimed to be subjected to the market 
mechanism with emphasis on greater use of fees for providing it. A 
discriminatory fee structure, keeping in view the ability to pay, is being 
advocated. 
The other view, however, is, that the State must continue to support higher 
education, a merit good. At the same time efforts should be made by institutions 
to raise their own resources. 
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Dwindling internal resources of higher educational institutions and lower 
increase in public funding than commensurate with needs on the one hand, and 
ever-increasing demand for higher education on the other has led to an urgent 
need of additional resources mobilization. 
Traditionally higher education has been left out of price theory (being 
considered a social good), but now, when it is competing for an increasing share 
in the government budget, various aspects of it - demand, supply, resources, 
costs, etc., - are being examined in a different light. 
Assured salaries and absence of monitoring system together with 
financing primarily by the government has rendered the production of educational 
services in institutions of higher learning, inefficient. Wherever private 
participation is substantial, better results have obtained. 
From the viewpoint of additional resource mobilization, the system based 
on the market mechanism is gradually gaining ground. 
However, in the higher education sector (as in rest of education) the basic 
rules of economic theory are flouted in that: 
(a) Consumers are not the buyers 
(b) Producers are not the sellers, and 
(c) Financiers are not the controllers. 
Therefore, price is not determined by the market forces. Unlike other 
sectors where market mechanism prevails, in higher education prices are not 
allowed to rise despite increased demand. 
It is felt that the most important factor that is responsible for financial 
crisis in higher education and consequent search for additional resource 
mobilization is that it does not adhere to the principles of economic theory. 
The above mentioned factor is also responsible for the mushroom growth 
and the efficient running of private higher (professional) institutions and teaching 
institutions. 
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An attempt is made to project the requirement of finance in U.P. over the 
next ten years, based on expected increase in enrohnent and in costs over the 
same period. Two alternative considerations of enrohnent are based on: 
(a) Trend rate of growth in enrolments in higher education in Uttar 
Pradesh. For the degree colleges the growth rate during 1990-91 to 
1998-99 and for universities 1980-81 to 1990-91 has been considered. 
(b) The assumption that by the year 2010, in U.P. almost 15 percent of the 
higher education age-cohort population will join the higher education 
institutions. 
The first estimate (PiE) projects enrolments by 2009-10 at 21.03 lakhs, 
while the second estimate (P2E) are a little higher at 33.40 lakhs. The projected 
enrolment ratio for universities is 19 percent for 1999-2000 and it is expected to 
reduce to 15 percent by 2010 (second estimate). 
Similarly there are two alternative cost-projections of higher education in 
U.P.: 
(a) PiC - based on the trend rate of growth of 1979-80 to 1993-94, and 
(b) P2C - based on the assumption of 10 percent price rise per year. 
The first projection of cost (PiC) for 1999-2000 is Rs.500 crores, which 
gradually increases to Rs.l 156 crores in 2009-10. 
The second projection of cost (P2C) for 1999-2000 is Rs.843 crores, which 
increases to Rs.4723 crores. Both the projections are made on the base-year 1993-
94. 
The projections of costs divided by projected enrolments give the 
projected per pupil cost in higher education in U.P. Thus we have four alternative 
sets of data: PiC/PiE, P1C/P2E, P2C/P1E, and P2C/P2E. In the first projection of 
per pupil cost (PiC/PiE), costs rise by 35 percent, fi*om Rs.4048 to Rs.5497. In the 
second projection (P1C/P2E) costs actually fall by 6 percent firom Rs.3681 to 
Rs.3461. In the third projection (P2C/P1E), costs per pupil increases by 228 
percent fi-om Rs.6854 to Rs.22458. This is in fact the highest projection of per 
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pupil cost based on the assumption of 10 percent inflation during the period and 
trend enrolment for the period under consideration. In the fourth projection 
(P2C/P2E), costs increase by 127 percent from Rs.6231 to Rs. 14141. 
Projections of j)er pupil fee have also been made and are based on: 
(a) 35 percent of burden on the student in the form of fee 
(b) 50 percent of burden on the student in the form of fee 
(c) 60 percent of burden on the student in the form of fee 
If the basis is taken to be PiC/PiE then the respective increases in 
projected per pupil fee over the period 1999-2000 and 2009-10 will be: 
(a) With 35 percent of burden on students - from Rs. 1417 to Rs.l924. 
(b) With 50 percent of burden on students - from Rs.2024 to Rs.2748. 
(c) With 60 percent of burden on students - Rs.2429 to Rs.3298. 
If the basis is taken to be P1C/P2E then the respective increases in 
projected per pupil fee over the period 1999-2000 and 2009-10 will be: 
(a) With 35 percent of burden on students - from Rs.l288 to Rs.l211. 
(b) With 50 percent of burden on students - from Rs. 1840 to Rs. 1731. 
(c) With 60 percent of burden on students - from Rs.2208 to Rs.2077. 
In all the three cases projected per pupil fee declines because they are all 
based on P1C/P2E, which shows a decline in per pupil projected costs. 
If the basis is taken to be P2C/P1E then the respective increase in projected 
per pupil fee over the period 1999-2000 and 2009-10 will be: 
(a) With 35 percent burden on students, from Rs.2399 to Rs.7860. 
(b) With 50 percent burden on students, from Rs.3427 to Rs.l 1229. 
(c) With 60 percent burden on students, from Rs.412 to Rs.l3457. 
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In the fourth alternative based on P2C/P2E, projected per pupil fee will 
increase as follows: 
(a) With 35 percent burden on students, from Rs.2181 to Rs.4949 
(b) With 50 percent burden on students, from Rs.3115 to Rs.7070 
(c) With 60 percent burden on students, from Rs.3738 to Rs.8484. 
Projected increases in public expenditure between 1999-2000 to 2009-10 
based on first projection of costs (PiC) will be: 
i. With 40 percent of burden on government, from Rs.l99 crores to Rs.462 
crores. 
ii. With 50 percent burden on government, from Rs.249 crores to Rs.578 
crores. 
iii. With 65 percent burden on government, from Rs.329 crores to Rs.75I 
crores. 
Projected increase in public expenditure between 1999-2000 to 2009-10 
based on the second projection of costs P2C will be: 
i. With 40 percent burden on government, from Rs.337 crores to Rs.l889 
crores. 
ii. With 50 percent burden on government, from Rs.422 crores to Rs.2362 
crores. 
iii. With 65 percent burden on government from Rs.548 crores to Rs.3070 
crores. 
Which of the above options are put into practice has yet to be determined. 
While it is true that fees are too low and an upward revision is imminent and to 
quite an extent desirable, most people are still of the opinion that government 
must continue to bear greater part of the burden. 
Self-financed programmes in the private sector have been quite successftil. 
The same can be adopted by the government colleges and universities. Resources 
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generated by such programmes can be used for improving quality and for 
modernization. At the same time dependence on government for funds will be 
reduced. 
Another measure for generating more funds can be by exporting education 
to other developing countries. Additional resources may also be mobilized 
through sponsored research and consultancy. Institutions of higher education can 
themselves undertake production of materials and services in various departments 
in the Engineering and Medical Faculties, department of Business Management, 
Computer Science, Fine Arts, Joumalism, etc. Universities may also set up 
publishing houses for publication of books and joumals. 
The strategy for solving the financial crisis must therefore aim at: 
I. A more rational government funding, 
II. Iimovative measures of raising resources. 
At the same time, it is important that there must be a better utilisation and 
management of the resources raised. 
********** 
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Summary 
and 
Conclusions 
SUMMARY AND CONCLUSIONS 
The present svimmary proceeds chapter-wise, and being a summary does not trace 
out the full extent of argument or chain of reasoning or the relevant factual narrative. 
Only the gist of the findings, conclusions and suggestions, as the case may be, is laid 
down. The basic theme, which pervades through the thesis, is the increasing cost of 
higher education and inadequacy of financial resources coupled with deficiencies in the 
budgetary allotment of funds for higher education. The thesis demonstrates the role and 
expansion of higher education and suggests measures to meet the projected requirement 
of funds through private and public means. The study pertains to general higher 
education. Technical education is outside the purview of this study. 
Higher Education and Economic Development 
The birth of the economics of education can be traced back to T.W Shultz who 
brought into focus the concept of human capital formation in his presidential address at 
the annual meeting of the American Economic Association in 1960. Together with health 
economics it forms the core of the economics of human resources. 
The subject matter of economics of education deals firstly with the contribution of 
education to economic growth and secondly with the financial aspects of education 
systems, analyzing the costs of education and the methods of financing these costs. 
The role of higher education is instrumental in economic development. There is a 
positive correlation between education and development, and higher education leads to 
higher earnings and fiirther development. Income differentials exist between earners with 
different levels of education. A significant part of growth in national income is explained 
by investment in education (human capital). Compared to physical capital, spillover 
benefits of higher education to the economy are far varied and far-reaching and 
significant in many ways. This has shifted the attention fi-om physical capital to htmian 
capital. 
Contribution of higher education to economic development is foimd to vary from 
country to country. Incidentally it is one of the highest in India. Science, engineering, 
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mathematical and agricultural streams of general higher education as well as technical 
education are found to be more beneficial from the viewpoint of economic development. 
Higher education (general category) enrolment and per capita income in India over the 
planning period also reveal a positive association. Higher education not only reinforces 
the abilities of pecuniary gains, it also inculcates visions of greatness, which is nothing 
less important for national development. 
Higher education and industry linkages are important to meet new challenges of 
development in future. Vast potential exists in India in this regard. 
Higher Education in Uttar Pradesh 
In India the need for developing education, and more so higher education, was 
realized by the national government when it came to power after Independence. On the 
reconunendation of the University Education Commission set up by the government in 
1948, the University Grants Commission was established (1953) to look into the 
problems of financing higher education and to co-ordinate and maintain its standard. The 
growth in higher education at the national level or at the level of a State can be analyzed 
in this backgroimd. 
A phenomenal growth in higher education has taken place in India since 1951, 
with the number of colleges going up firom 750 to 9278 and enrolment in higher 
education finm 3.6 lakhs in 1951 to 64.3 lakhs in 1997, faster than at any other level. In 
the case of Uttar Pradesh the number of degree colleges increased fi-om 40 in 1951 to 486 
in 1997 v/iule the number of universities increased form 6 to 26. Enrolment of students 
increased fit)m more than 50,000 to 8.4 lakhs during the same period. 
The state of Uttar Pradesh has the distinction of having the largest number of 
xmiversities in India with the first university being established in 1887 at Allahabad. By 
1997, number of universities had increased to 26. Of these, 3 are central imiversities, one 
engineering university, 3 agricultural universities, 14 state universities, and 5 deemed 
imiversities. With establishment of 1 open university inl999, the total is now 27. 
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Between 1950 and 1994-95, number of girls' colleges in U.P. increased by more 
than 17 times and that of boys' colleges by more than 10 times. While in 1950 only 15 
percent of colleges were of girls, in 1994-95 this had increased to 21 percent. 
Enrolment of girls in universities in 1950-51 accounted for 8 percent of total 
enrolment. By 1994-95, it increased to 27 percent. In the case of colleges, the percentage 
enrolment of girls increased from 8 to 34 percent. 
The number of teachers in universities also increased over this period. The 
number of male teachers increased by about 6 times from 1201 in 1950-51 to 6833 in 
1994-95 while the number of female teachers increased by more than eighteen times from 
only 71 to 1299 during the period. Thus the ratio of women teachers increased from only 
6 percent in 1950-51 to 16 percent in 1994-95. 
In the case of degree colleges growth in mmiber of teachers was much higher. 
While male teachers increased by almost 10 times from 1175 to 11700 female teachers 
increased by 44 times. The percentage of female teachers increased from only 6 percent 
to 22 percent. The teacher student ratio in universities, however, deteriorated from 1:12 
on the eve of independence to 1:23 in 1994-95. For colleges the respective figures for the 
two years are 1:41 and 1:44. 
With a view to relieve burden of students in the existing colleges and in order to 
ensure balanced development of higher education, the government has established 68 
degree and post-graduate colleges in the state in hilly, backward and unserved areas. 
Similarly for streamlining the administration and supervision, regional offices of the 
higher education directorate have been established at Gorakhpur, Lucknow, Meerut and 
Kanpur to achieve better coordination and organized development. The government in 
U.P. is emphasizing on opening of autonomous colleges or granting autonomous status to 
existing colleges. It will put more responsibility on colleges to mobilize their own 
resources. Academic Staff colleges have been set up in U.P. as in other parts of India to 
organize orientation programmes and refresher courses for teachers. 
The growth of higher education in all its aspects has entailed greater financial 
responsibility on the government and at the same time has provided more facilities to 
larger mraiber of students. 
293 
Plan Priorities 
The Five Year Plans ushered in an era of systematic economic and social 
development in India including development of higher education. An unprecedented 
expansion took place in the number of institutions as well as in enrolments, as higher 
education was viewed as the only means to acquire social and vertical mobilit>'. While in 
the earlier Plans emphasis was on expansion, from Seventh Plan onwards emphasis 
shifted to consolidation and improvement in standards and reforms to make higher 
education more relevant to national needs and to form linkages with employment and 
economic development. 
Among other priorities in Uttar Pradesh were introduction of three year degree 
course, restructuring of courses, pooling of library facilities and documentation to 
facilitate researchers and teachers, emphasis on quality improvement, etc. 
During the Eighth Plan emphasis was on integration of different streams in higher 
education by networking, sharing of facilities; providing opportunities through distance 
education to larger segments of population, particularly disadvantaged groups like 
women and people living in hilly and backward districts; encouragement of private sector 
participation with proper checks to ensure maintenance of standard to make higher 
education as far as possible self-fmancing. An upward revision of fee structure was also 
an important consideration. 
In Uttar Pradesh the two thrust areas were strengthening of existing degree 
colleges and establishment of new degree colleges in unserved backward areas. Among 
the schemes emphasized during the Eighth Plan was the establishment of Ambedkar 
University at Lucknow, establishment of second campus of Lucknow University, 
strengthening of existing colleges, establishment of Regional Office of UGC at 
Ghaziabad for hetta and more effective coordination, etc. Though emphasis was on 
consolidation, actual plan priorities were more concerned with expansion. 
The national priorities of the Ninth Plan placed emphasis on consolidation and 
optimal utilization of existing infrastructure through institutional networking and sharing 
of facilities. Grants would be linked to performance and fees restructured and community 
involved in generation of additional resources. 
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The government of Uttar Pradesh, in tune with the Centre, has sought to restrict 
grants to universities and colleges and has emphasized on raising own resources. Some 
schemes for development of higher education are expansion of existing colleges through 
infrastructural support, introduction of vocational courses, construction of hostels for 
women, particularly in rural areas. 
On examination of financial allocations we find that the Centre had allotted 24 
percent to the Social sector in the First Plan, which however got reduced in subsequent 
Plans, to 18 percent in the Eighth Plan. Of this, 7.6 percent was zillotted to education, 
which also got reduced to 4.5 percent in the Eighth Plan. In absolute terms expenditure 
on education increased enormously firom Rs.l49 crores to Rs.l9, 600 crores during the 
same period. Expenditure on higher education increased fi-om 14 crores in the First Plan 
to Rs.l516 crores in the Eighth Plan, though as a ratio of educational expenditure it was 
almost the same at 9 percent and 8 percent respectively. 
The trends in Uttar Pradesh with respect to plan expenditure on education are the 
same as at the national level. Allocation to social services fell from 29 percent in the First 
Plan to 19.5 percent in the Eighth Plan. Expenditure on education likewise declined from 
12 percent to 8.5 percent In absolute terms expenditure on education increased from 18 
crores in the First Plan to Rs. 1839.75 crores in the Eighth Plan. In percentage terms, 
during major part of the Plan period 10 percent or less has been devoted to higher 
education, while 50 percent or more has gone to elementary education. For the Ninth Plan 
the government has allocated Rs. 160 crores as outlay on higher education, less than the 
Eighth Plan expenditure of Rs.l76 crores. 
Inter-State Comparisons 
A comparative study of the economics of higher education at the national as well 
as international level will be heipfiil in laying down policy prescriptions with regard to 
the same in Uttar Pradesh. Data reveals that the contribution of human capital is most 
outstanding (higher than world average) in south Asia compared to other regions of the 
world. It is low for high-income coimtries where a sufficiently high level of development 
has been reached. 
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A comparison of different parameters of higher education reveals that public 
expenditure on higher education is much higher (5 to 8 percent of GNP) in developed 
than in developing countries (e.g., India 3.4 percent). Educational expenditiu-e as a ratio 
of total government expenditiu-e is also lower in developing than in developed coimtries. 
Expenditure on higher education as percentage expenditure on education in 
developed countries is largely between 20 and 25 percent. Among the developing 
countries, the percentage in South Asian coimtries is much lower (e.g., India 13.7 
percent, Sri Lanka 9.3 percent) than in other developing countries (e.g., Indonesia 25.1 
percent, Syria 25.9 percent and Brazil 26.2 percent). 
Regarding the trends in educational expenditure as percentage of GNP, data on 
the last 10 years shows that for most developed countries - Canada, U.S.A., U.K., France 
and others, it has gone up. Most developing countries, too, have shown increases. In India 
the percentage has remained constant, though quite low (3.4 percent). 
The share of public financing of education varies between 60 to 100 percent for 
most countries, developing and developed. In the sub-sector of higher education, too the 
share is 75 percent and more. 
Within the coimtry we find that although the rate of growth of students in higher 
education is highest in Uttar Pradesh as compared to other states in India, and within the 
State compared to other levels of education, enrolment ratio in higher education is very 
low. In India it is less than 7 percent compared to almost 100 percent in Canada, and 
more than 80 percent in USA. Even in developing coimtries like Thailand and Philippines 
the ratio is above 20 percent The regional average for Asia is 9.7 percent and Latin 
America 17.3 percent. 
Another relevant parameter of comparison is educational expenditure as a ratio of 
SDP, which in Uttar Pradesh was 3.70 percent in 1994-95, compared to Kerala 6.22 
percent, Assam 5.84, and Tamil Nadu 3.61. 
Budgetary expenditure on education as percentage of total budget for U.P. has 
been around 20 percent during the last ten years, marginally lower than the average for 
states and Union Territories for most of the years under consideration. 
Per capita educational expenditure in a state is a better indicator for purposes of 
comparison than total expenditure. Among the 15 States for which data has been 
296 
presented for the period 1985-86 to 1996-97 (Table 5.12), U.P. ranked 14 for all the years 
except 1991-92 when its per capita expenditure was the lowest. This has been one of the 
reasons for educational backwardness of U.P. 
Expenditure on higher education as a ratio of total educational expenditure in 
Uttar Pradesh was among the lowest in 1994-95 (Table 5.14) at 8 percent, the average for 
States and Union Territories being 11.5 percent The bulk of the expenditure is non-plan 
expenditure, e.g.. Plan expenditure in U.P. in 1994-95 was only 4.4 percent, increasing to 
5.2 percent only in 1996-97. On an average Plan expenditure is not even 10 percent of 
total educational expenditure in most states. 
A comparison of number of institutions of higher education shows that the 
number of universities is highest in Uttar Pradesh at 27 compared to 18 in Andhra 
Pradesh, 17 in Maharashtra and 13 in Madhya Pradesh. Regarding number of degree 
colleges, U.P. ranked fomth with Maharashtra, Bihar and Madhya Pradesh occupying the 
first three positions. The percentage increase in number of colleges for U.P. was only 7, 
while for Maharashtra it was 29, Bihar 79 and Madhya Pradesh 33 percent. 
Analyzing the above information, it is felt that though Uttar Pradesh has the 
highest population and largest niunber of universities, other parameters are suggestive of 
backwardness of the higher education system in U.P. Thus U.P. has more to learn from 
the experiences of other States than to offer as an ideal in respect of higher education. 
Costs of Higher Education 
An important aspect of the economics of higher education is analysis of costs. 
Unit costs of higher education can be helpful in allocating resources to universities and 
colleges of higher education. Public cost of higher education is measured in terms of 
public expenditure on higher education and private cost measured in terms of students' 
fees. 
Studies on costs by British and American economists, among others, have 
classified costs into public, private and opportunity costs. Comparisons with different 
coimtries have led to the conclusion that costs vary from one coimtry to another, v^thin a 
country from one system to another, and also within different educational systems. Costs 
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have been found to rise with time. They can be reduced by raising enrolments to an 
optimum size, which will differ for different levels of education. Size of the institution is 
also an important variable in explaining differences in costs per student. In India 
Lakdawala and Shah have found that professional education is costlier than general 
education. Micro level studies conducted in India and abroad have also come to same 
conclusions. 
An analysis of per unit cost in higher education in Uttar Pradesh during the period 
1950-51 to 1993-94 reveals the following. 
Per urut volimtary costs (endowments) have declined drastically indicating 
minimal voluntary support to higher education. They fell from Rs.204 to Rs.l9 in terms 
of current prices and from Rs.388 to Rs.3 only at constant prices during the above period. 
Per unit compulsory cost (fee) declined from Rs.l46 to Rs.ll9 at current prices and from 
Rs.279 to Rs.l7 at constant prices during the above period. 
During the same period per capita State income increased remarkably from 
Rs.258 to Rs.4787, recording a compound average armual growth of 7.02 percent. Per 
pupil fee on the other hand, recorded a negative growth rate of-0.47 percent. During the 
first two decades, however, positive annual growth rates in both the parameters were 
obtained. It was from 1970-71 onwards that per pupil fee recorded a negative annual 
growth rate. As a proportion of per capita State income, per pupil fee fell fix)m 0.566 
percent to 0.025 percent only. 
The above findings point to two important conclusions. Firstiy, that costs of 
higher education in Uttar Pradesh could not be intemalized, and, secondly, that ample 
scope exists for tapping private voluntary as well as compulsory sources of finance. 
Regarding per unit public costs of higher education in U.P., during the period 
under review, they increased from Rs. 112.70 to Rs.3226.30 at current prices and from 
Rs.224.0 to Rs.466.9 at constant prices. The average compound annual growth rate was 
8.11 percent at current prices and 1.7 percent at constant prices, the rate of growth being 
much higher after 1970-71 at current prices and lower at constant prices. 
Resource constniints and increasing burden on public budget has prompted the 
UGC to aimounce a fee formula for institutions of professional education which it might 
extend to all private, unaided professional institutions in the country. Three types of seats 
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have been identified (a) free seats, with a minimum of Rs. 1000 as fee (b) Payment seats, 
with a fee of Rs.lO, 000 and (c) NRI seats, with a fee of Rs.20, 000 or more. Among 
other regulations set by the UGC at least 50 percent seats will be fiee (standard fee) seats. 
A breakup of costs into recurring and non-recurring costs shows that for all 
institutions of higher education in U.P., recurring costs are predominant, varying between 
92 to 93 percent for universities and 97 to 98 percent for degree colleges. Of the recurring 
costs the most important item is salaries, accounting for 90 to 95 percent for both 
universities and colleges. Next in importance are laboratory and equipment costs. Of the 
non-recurring costs, building and construction are the most important items. 
Incomes of the institutions being lower than costs, development of the higher 
education system is being adversely affected. 
Sources of Finance 
A study of the sources of finance for higher education reveals that broadly 
speaking there are two sources for financing education - Internal and External. Internal 
sources are further subdivided into private and public. Among the private sources, two 
important categories are fees and endowments. The government (Central, State and 
Local) and government institutions like the ICAR, CSIR are the public sources of 
educational finances in India. 
Over the planning period percentage contribution of different sources of finance 
has undergone a remarkable change. Government has emerged as the most important 
source, both at the level of total education as well as at the level of higher education, 
accounting for 90 percent and above. The relative roles of public and private sources 
have reversed since 1950-51. Share of fees is now less than 5 percent and of endowments 
not even 1 percent. Ninety six percent of resources come fix)m the govermnent, mainly 
State governments. Central grants are negligible. 
Studies show that govenunent grants in general in all States are miserably 
inadequate. Disbursement of grants too is far firom satisfactory. The timing and manner of 
release of grants is faulty so that its full potential cannot be realized. Compared to other 
states in India, expenditure on education as percentage of budgetary expenditures in U.P. 
is much lower. However, in terms of SDP educational expenditure is higher than most 
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States in India. Being the most populous State in the country, per capita educational 
expenditure in Uttar Pradesh is the lowest after Bihar. 
Although higher education is faced with a resource crunch, there is a difference 
of opinion regarding raising of fees. Some experts feel that a fiiU cost fee structure will 
not be desirable to introduce, as the majority of the students caimot afford a higher fee 
than what they are already paying. It is therefore felt that the government will need to 
continue to bear the cost of higher education for some time to come. 
Budget Allotment and Grants-In-Aid Procedures 
Grants have emerged as the main source of financing of higher education in Uttar 
Pradesh. Major part of the grant is obtained from the State government, a small part from 
Central government agencies, most important being the UGC. Grants are of two broad 
categories - deficit grants and Block grants. Deficit grants are based on estimated 
approved expenditure, subject to adjustment on the basis of actual income and actual 
expenditure. Block grants are statutory, ad hoc or based on past expenditure with or 
without allowance for normal increase. Block grant, being more flexible is preferable. 
Grants-in-aid vary from one imiversity to another. The government of U.P. has 
stipulated that grants be used only for the purpose for which they have been sanctioned. 
No objective criteria for grants exist, actual disbursement being subject to manipulations. 
The UGC gives 100 percent assistance to universities for additional staff and 
equipment, 50 to 75 percent for other purposes. For development of colleges, UGC grant 
varies with enrolment and number of teaching staff. For postgraduate education in 
colleges, grants to humanities are lower than for sciences. Financial assistance for Faculty 
Improvement Programme is also given. Development grants are also given for universities 
and colleges for vMch a matching grant needs to be provided by the State government for 
management of the institutions concerned. 
State governments give grants to imiversities and colleges in the form of 
maintenance grants for routine functioning of the institution, development grants on 
matching basis to UGC grants as well as for schemes sponsored by the Ministry of Health, 
ICAR, etc., and non-recurring grants for building, equipment, etc. Grants may be 
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earmarked for specific purpose or these may be block grants, which allow freedom to 
institutions to rearrange priorities. The former, though rigid, ensure implementation of the 
projects for which they have been sanctioned. 
A critical evaluation of grants-in-aid brings out the following points: The system 
of grants-in-aid as it is practiced is discriminatory, giving preference to universities and 
professional colleges against colleges of general education. They are often determined on 
an ad hoc basis by the bureaucracy. Further, they are inadequate, inelastic and have not 
played a promotional role. Regarding development grants given by UGC on a matching 
basis. States have difficulty in providing matching provisions or are required to change 
their priorities. It is felt that 100 percent assistance for fewer schemes is preferable to a 
large number of schemes with matching assistance. Delays in assessment, sanction and 
release of grants are conmion and are responsible for their inefficient use. While the 
universities maintain that even wiien requirements are sent well in advance they are kept 
pending with the government, officers claim that the universities do not submit budgetary 
proposals in time and that they are often over estimated. Lack of financial discipline is the 
main cause of resorting to overdraft by universities. To overcome delays and inadequate 
grants, universities have to draw upon surpluses accumulated in previous years or to resort 
to overdrafts. Other methods adopted in such situations are keeping posts vacant, not 
taking up development plans, reduced expenditure on games, sports, etc. In some cases 
mortgage of university property has also been resorted to. 
There are three formulae for calculating the grants - deficit basis, incremental 
basis and ad hoc basis. There is no standard method of estimating deficit for calculating 
the amount of grant. Ambiguity is responsible for financial indiscipline as well as 
manipulations. The incremental basis formula suffers from arbitrariness, as there is no 
relationship between the percentage increase and rise of prices during the period. The ad 
hoc basis is unsatisfactory, as the requirements of institutions are not taken care of. 
Thus the system of grants as practiced has rendered the financing of higher 
education in Uttar Pradesh very inefficient. 
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Expenditure on Higher Education 
An analysis of trends in growth and patterns of expenditure on higher education 
becomes essential. As has been discussed earlier government grants are the primary 
source of incomes of institutions of higher education. Higher education is a small sub-
sector of the total educational sector in U.P. In terms of percentage of total educational 
expenditure of the State, it has remained almost constant at around 8 percent. While 
primary education claims 50 to 60 percent of the total expenditure, secondary sector's 
share is around 30 to 35 percent. Time series analysis of higher education expenditure in 
U.P. reveals its growth from Rs.0.57 crores in 1950-51 to Rs.352.41 crores in 1997-98 
(BE) at current prices, while at constant prices the growth has been from 1.13 crores to 
Rs.37.98 crores. Increase in enrolments, increase in appointments of teachers, higher 
emoluments of teaching and non-teaching staff and higher prices are among the factors 
responsible for increase in expenditure on higher education. 
The ratio of higher educational expenditure to total budgetary expenditure during 
the period imder review has been between 1.10 percent (1950-51) and 2.00 percent 
(1980-81) except in 1960-61 when it was only 0.85 percent. Higher educational 
expenditure as a ratio of Net State Domestic Product has been very low, varying between 
0.04 percent (1950-51) to 0.34 percent in 1989-90. 
A break-up of expenditure into plan and non-plan reveals that since 1965-66 
(from v^ch year the break-up is available) up to 1997-98, the relative ratio of plan 
expenditure has fallen from 48.2 percent to 5.2 percent while share of non-plan 
expenditure has increased from 51.8 percent to 94.8 percent. While plan expenditure 
grew at a compound annual growth rate of 7.0 percent, non-plan expenditure went up by 
16,9 percent. In absolute terms in 1997-98 plan expenditure was only Rs. 18.41 crores 
while non-plan expenditure was of the order of Rs.334.00 crores. 
Per pupil expenditure in higher education in U.P. went up from Rs. 113 to Rs.3303 
at current prices during the period 1950-51 to 1996-97 and from Rs.224 to Rs.383 at 
constant prices. This indicates that total expenditure on higher education could not keep 
pace with inflation and enrolments. 
In terms of composition of higher education expenditure in U.P. we find that: 
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i. Grants to non-government colleges are by far the most important, its share increasing 
from 28 percent in 1950-51 to 62 percent in 1997-98, claiming the largest share, 
ii. While earlier grants to universities was most important it now occupies second 
position in importance. Expenditure ratio on this head declined from 59.6 percent in 
1950-51 to 25.73 percent in 1997-98. 
iii. Grants to government degree colleges and institutes are next in importance, its share 
having increased from 7.00 percent in 1950-51 to 10.8 percent in 1997-98. 
The compound aimual growth rate in higher education expenditure for the three 
important components, over the period 1950-51 to 1997-98 has been - grants to 
xmiversities - 12.7 percent, from Rs.0.34 crores to Rs.90.69 crores; grants to non-
government degree colleges and institutes - 16.6percent, from Rs.0.04 crores to Rs.38.08 
crores; grants to government colleges and institutes - 15.7 percent, from Rs.0.16 crores to 
Rs. 218.34 crores. Total expenditure on higher education has increased from Rs.0.57 
crores to Rs.352.41 crores. 
An analysis of grants to 8 selected universities for the period 1989-90 to 1994-95 
shows that 75 to 90 percent of allocation to universities is claimed by these eight alone. 
The two residential universities of Allahabad and Lucknow together claim 45 percent of 
the allocations. Next in terms of allocations is the Gorakhpur university. Others are 
Sanskrit Sampumanand, Meerut, Kashi Vidyapeeth, Kumaon and Garhwal. 
Public expenditure on degree colleges reveals that non-government colleges get 
80- 90 percent of the allocation. In spite of increase in public expenditure most of the 
non-government colleges are running into great financial crisis like the universities. The 
major share of expenditure is on men's colleges whose share increased from 73 percent in 
1989-90 to 79.4 percent in 1994-95 (recording compound annual growth of 10.1 percent). 
The share of women's colleges increased fix)m a mere 0.6 percent to 16.4 percent during 
the same period (recording a phenomenal compound annual growth of 112.4 percent). 
Compound annual growth in total expenditure on degree colleges was 8.2 percent. 
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Additional Resource Mobilization 
The sector of higher education in Uttar Pradesh, as else>\^ere in the country is 
facing a grave financial crisis. With dwindling voluntary private contributions and fees 
and other charges virtually unchanged for decades, the burden of financing gradually 
shifted on to the shoulders of the government. Faced with huge fiscal deficit, government 
is now resorting to heavy cuts in expenditure on higher education, instead of trying to 
mobilize more resources for higher education, which has increasingly come to be 
considered a non-merit good. Compelled with dwindling resources this has led to a 
financial crisis and an urgent need for additional resource mobilization. Even prestigious 
xmiversities like Delhi University, the Delhi School of Economics, Calcutta University 
and in Uttar Pradesh universities of Allahabad and Lucknow are confi-onted with grave 
problems. Consequently, development of the universities is being adversely affected as 
training programmes have been scrapped as in Delhi university, subscription to journals 
is reported to have been slashed down at the Delhi School of Economics in 1993 fi:om 
600 to 200. Calcutta University decided to sell off the gold and silver medals which 
remained unclaimed since 1901. Allahabad University had to resort to heavy overdrafts 
and was indebted to the banks to the tune of almost Rs.2 crores. In Kamataka, Bangalore 
University resorted to fee hike, which met with serious protests from the students. The 
problem in these and other universities is deep rooted and cannot be solved by such 
temporary measures. 
The government cannot overnight withdraw financial assistance and, as is felt by 
a large number of people, Avill have to shoulder this responsibility for some time to come. 
Meanwhile efforts have to be made to raise finances firom other sources as well. 
From the viewpoint of additional resource mobilization, the system based on 
market mechanism is gradually gaining groimd. Traditionally higher education has been 
left out of price theory (being considered a social good) but now that it is competing for 
an increasing share in government budget, it is being examined in a different light. It is, 
however, different fix)m other goods in that (a) consumers are not the buyers (b) 
producers are not the sellers and (c) financiers are not the controllers. Hence price is not 
determined by market forces. Nor are prices allowed to rise despite increased demand. 
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This factor is responsible both for the financial crisis that has come to set in and for the 
inefficiency of the system as well. Further it has led to the mushroom growth and 
efficient functioning of private higher (professional) institutions. 
An attempt has been made to project the requirements of finance for higher 
education in U.P. over the next ten years, based on expected increase in enrolments and 
costs over the period. 
Two alternatives of expected enrolment are (a) PiE based on trend rate of growth 
in enrolments. According to this estimated enrolment is expected to rise to 21.03 lakhs by 
2010, (b) P2E based on the assumption that 15 percent of the higher education age-cohort 
population will join higher education institutions. On this estimate, enrolment will rise to 
33.4 lakhs by 2010. 
Similarly two projections of costs have been done (a) PiC based on trend rate of 
growth of costs during 1979-80 to 1993-94. Costs work out to Rs.500 crores in 1999-
2000 increasing to Rs.ll56 crores in 2009-10 (b) P2C based on the assumption of 10 
percent price rise per year. Estimates of costs work out to Rs.843 crores in 1999-2000 
and Rs.4723 crores in 2009-10. Projected costs divided by projected enrolments give us 
projected per pupil cost Thus we have four altematives of per pupil cost projections: 
1. PiC/ PiE in which per pupil cost rises from Rs.4048 to Rs.5497 over the ten-
year period. 
2. PiC/ P2E in which per pupil cost falls from Rs.3681 to Rs.3461. 
3. P2Cy PiE in which per pupil cost rises from Rs.6854 to Rs.22458. 
4. P2C/ P2E in which per pupil cost rises from Rs.623 ltoRs.14141. 
Part of the cost will be borne by the student in the form of fee and the rest by the 
government in the form of public expenditure. 
In each of the above projections per pupil fee has been calculated based on (a) 35 
percent of the cost being borne by students (b) 50 percent of burden on students, (c) 60 
percent of the burden on students. Thiis: 
(1) With per pupil cost projection PiC/ PiE, per pupil fee rise will be: 
a) with 35 percent burden on students, from Rs.l417 to Rs.l924. 
b) with 50 percent burden on students, from 2024 to 2748. 
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c) with 60 percent burden on students, from Rs.2429 to Rs.3298. 
(2) With per pupil cost projection ?\C/ P2E, per pupil fee will actually decline: 
a) with 35 percent burden on students - from Rs.l288 to Rs.l211 
b) with 50 percent burden on students - from Rs. 1840 to 1731 
c) With 60 percent burden on students - from Rs.2208 to Rs.2077. 
In all the three cases, projected per pupil fee declines because they are all based on 
PiC/ P2E, which shows a decline in per pupil projected cost. 
(3) With per pupil cost projection PjC/ PiE per pupil fee rise will be: 
a) with 35 percent burden on students, from Rs.2,399 to Rs.7,860 
b) with 50 percent burden on students, from Rs.3427 to Rs. 11,229 
c) with 60 percent burden on students, from Rs.4112 to Rs. 13,457 
(4) With per pupil cost projection P2C/ P2E per pupil fee rise will be: 
a) with 35 percent burden on students, from Rs.2181 to Rs.4949 
b) with 50 percent burden on students, from Rs.3115 to Rs.7070 
c) with 60 percent burden on students, from Rs.3738 to Rs.8484 
Which of these alternatives will actually be adopted by the government remains to 
be seen. It will depend on how much of the burden government wants to bear and how 
much it can shift to students by raising fee without much hue and cry. 
Alternatives of Additional Resource Mobilization 
Self-financed programmes in the private sector have been quite successful. The 
same can be adopted by the government colleges and universities. Resources generated 
by such programmes can be used for improving quality and for modernization. At the 
same time dependence on government for funds will be reduced. Another measure for 
generating more funds can be by exporting education to other developing coimtries. 
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There is general consensus that foreign students may be asked to pay higher fee. 
A number of institutions including IITs and many universities, including universities of 
Pune, Lucknow and Aligarh have in fact resorted to this measure. 
Among the non-govenunent sources, industry can be used to collaborate with 
research activities in the universities. Kurukshetra University has made some initiative in 
this area, but the experience of the universities in Uttar Pradesh is not very encouraging. 
Another source whose potential has not been full explored is endowments. Well-
settled alumni, industrialists and businessmen, have in the past contributed generously for 
specific progranunes / causes. Although it cannot be a very reliable source, its importance 
should not be ignored. 
Additional resources may also be mobilized through sponsored research and 
consultancy. Institutions of higher education can themselves undertake production of 
materials and services in various departments in the Engineering and Medical Faculties, 
department of Business Management, Computer Science, Fine Arts, Journalism, etc. 
Universities may also set up publishing houses for publication of books and journals. 
At the same time government cannot take its hands off from financing higher 
education, especially in view of its commitment towards achievement of social justice. 
The strategy for solving the financial crisis must therefore aim at: 
I. A more rational government fimding, 
II. Iimovative measures of raising resources. 
At the same time, it is important that there must be a better utilization and 
management of the resources raised. This is because govenmients are facing (both at the 
Centre and at the State level) increasing fiscal constraints as demand for public 
expenditure is rising firom all departments / sectors and resources are limited. The 
chances of allocating substantially additional resources for education are poor and bleak. 
At the same time, due to changes in economic policy, controls and restrictions are relaxed 
and competition is increasing. It is believed that the sure way of meeting competition is to 
raise educational level and specialized achievement of the people who constitute the 
labour force. Knowledge, skill and efficiency need to be productivity oriented and it is 
more so required in backward and large State like Uttar Pradesh. From this point of view, 
as elaborated in this thesis, importance of higher education becomes self-evident. More 
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resources will have to be generated and several measures have been suggested to generate 
funds for higher education in U.P. Some of these intend to bring more money from public 
sources while others largely bank upon private contribution. We are also aware that there 
is a need to use the existing resources efficiently, so that available resources yield best 
results. 
********** 
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